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Introduction 


Every day we learn about re¬ 
markable new achievements in 
science, technology, and culture, 
about man’s latest successes in his 
age-old struggle to master nature 
and develop human personality. 
Once a fairy-tale, space flights to 
other planets and the extensive 
use of lasers have become a reality 
in our time. Man has built pow¬ 
erful and highly effective ma¬ 
chines and synthesised new types of 
high-strength materials not found 
in nature. Agriculture, too, has to 
a large extent been switched over 
to high-yield crops and highly 
productive livestock. All these 
achievements have opened un¬ 
heard-of possibilities for raising 
people’s living standards and 
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achieving a happy life for this generation on 
our planet. 

On the other hand, we learn about the 
savage air bombing or artillery shelling of 
civilian population. We hear of those who, 
driven to despair, took their own lives for 
they could not find a job or any livelihood. 
We witness poverty and deprivation facing 
millions in capitalist society. Bourgeois gov¬ 
ernments continue to allocate money in 
billions upon billions to maintain huge armies 
and to develop new types of the most ruthless 
weapons--nuclear, chemical and bacteriological. 
Day in and day out, Palestinians and Le¬ 
banese patriots are killed in the Middle East 
and fighters against racism and apartheid -in 
the Republic of South Africa. Clouds are 
gathering over many freedom-loving nations. In 
the capitalist world, hunger coexists with de¬ 
liberate destruction of many thousands of tons 
of foodstuffs; enormous wealth of an insignifi¬ 
cant number of exploiters, with poverty of 
many hundreds of millions of workers and 
peasants; idling and extravagance, with ex¬ 
hausting labour. Today, just as in the last 
century, the development of production in the 
capitalist world is accompanied by a sense 
of insecurity and a growing threat of unem¬ 
ployment for many. Notwithstanding impres¬ 
sive achievements in science, there is still a 
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vast number of illiterates among the adult 
population. The more the workers and peasants 
toil, the bigger the share of the wealth they 
create that falls into the hands of capitalists 
and landlords. And this is happening in the 
second half of the 20th century, the era of 
atomic energy and space exploration! 

What has caused these monstrous phenomena? 
What is sustaining and aggravating the conse¬ 
quent severe contradictions? There can be only 
one answer: the social order under which they 
take place, the system of capitalism. 

Established in Western Europe as a result of 
bourgeois revolutions in the 17 th to 19th 
centuries capitalism then spread its influence to 
all other continents. This social order of exploita¬ 
tion and oppression made capital the supreme 
ruler over the economy, science and culture, 
subjugating their development to the unquench¬ 
able thirst for enrichment, to unrestrained 
profit-seeking. The steadily growing surplus value 
is the chief goal and the key incentive for 
capitalist production. It shapes the basic fea¬ 
tures of capitalist economies; it is the very core 
of capitalism. As Karl Marx wrote in his 
Capital: “Capitalist production is not merely the 
production of commodities, it is essentially the 
production of surplus-value.” 1 

Karl Marx, Capital, Vol. I, Progress Publishers, 
Moscow, 1974, p. 477. 
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Introduction 


Hence it is important to grasp the nature 
of surplus value, its origin, distribution and 
use. For this, we must look into basic principles 
and features of the capitalist economic system. 



Chapter One 

CAPITAL AND COMMODITY 
PRODUCTION 


Commodity. The universal and 
dominating character of commo¬ 
dity-money relations is the key 
feature of any capitalist economy. 
In capitalist society, practically 
everything becomes a commodity: 
fruit, machines, pins, industrial 
enterprises, newspapers, and mil¬ 
lions of other things and articles. 
A person is literally surrounded 
by commodities. They are the 
most widespread and the most 
elementary units constituting the 
wealth of capitalist society. They 
are economic cells of capitalism. 

By exchanging commodities, 
people enter into certain economic 
relationships: some as sellers, others 
as buyers. Commodity exchange 
is the most large-scale and com- 
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mon relationship in capitalist society. In any 
capitalist country, buying and selling, that is, 
commodity-exchange operations, occur daily 
millions of times. 

What is a commodity? 

Dealing with commodities every day, a person 
thinks of them first of all in terms of material 
things. Indeed, most of the commodities are 
material things: goods sold in a store, like 
clothes and footwear; machinery and equipment 
purchased by a factory to expand production; 
weapons purchased for the armies, etc. How¬ 
ever, many things we get free are also mate¬ 
rial things like berries and wild fruit picked 
in a forest, or all that is given as a present. 
These are things, yet not commodities. Hence 
it is not adequate to define a commodity 
simply as a thing. 

Things as such are not commodities. They 
become so as people act upon them. To be a 
commodity, a thing must be produced for 
exchange, for sale. It follows that in identi¬ 
fying a commodity it is essential to say that 
a commodity is a product of labour which is 
delivered from the producer to the consumer 
not directly but through an exchange, through 
an act of purchase and sale. Commodity pro¬ 
duction has its origin in the 6th-5th millennia 
B. C. The two conditions that generated it 
were the social division of labour and private 
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ownership of the means of production. 

With the transition to capitalism, commodity 
production acquired a universal and dominating 
character. At capitalist enterprises, all products 
of labour are goods for sale. Under capitalism, 
labour power is also a commodity. 

Use Value of a Commodity. Every com¬ 
modity is produced to satisfy a particular human 
want. For example, bread is the most widespread 
food. Meat, milk, fruit and vegetables also serve 
to sadsfy man’s requirements in food. Shoes, boots, 
shirts, trousers, suits, coats, etc., are produced 
to satisfy the requirements in clothes and foot¬ 
wear. Machines and other equipment serve to 
satisfy production necessities, and books, pictures, 
fdms, etc. are for man’s cultural demands. 
It follows that the ability to satisfy human 
needs is a necessary and indispensable attribute 
of a commodity. This attribute is called the 
use value of a commodity. No one would think 
of buying a commodity that has no use value. 
No one would need it. 

The use value of a commodity is a result 
of both its natural properties and the properties 
imparted to it by men in the labour process. 
For example, a knife cuts bread not only due 
to it being hard, which is natural for the 
metal it is made of, but also to the shape 
that man has given it in the process of its 
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production. Hence use value embodies both 
natural substance and labour expenditure. It is 
precisely nature and labour that produce use 
value. As far back as the 17th century, William 
Petty, a pioneer of bourgeois political economy, 
wrote that labour was the father of wealth 
while earth was its mother. 

As human society develops, men understand 
better the properties of things and diversify 
their application. The use value of commodities 
therefore develops and becomes more diverse. 
Wood, once used to build dwellings and house¬ 
hold utilities, has found many other applica- 
tions-in the production of pulp-and-paper, arti¬ 
ficial fibres, alcohol and in other industries. 
Oil, whose sole application was once as fuel, is 
now an indispensable chemical for the production 
of a multitude of synthetic materials. 

Apart from commodities, there are other things 
that have use value. Such are the items pro¬ 
duced in subsistence economies for the sole use 
of their producer, and also natural resources 
such as spring water, wild berries, mushrooms, 
etc. To understand what sets apart the use 
value of commodities from that of other things 
we must be aware of three important condi¬ 
tions. 

First, the use value of a commodity sat¬ 
isfies not the wants of its producer but the 
wants of other members of society, the commo- 
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dity intended not for the person who has 
produced it but for the person who will buy 
it. A tailor makes a suit to sell it to the 
consumer; he does not intend it for his own 
use. Likewise, the use value of a lathe produced 
at a machine-building plant will satisfy a 
consumer enterprise’s production need, not the 
need of the machine-building plant that pro¬ 
duced it. In short, the use value of a commo¬ 
dity is what is intended for society, it is a 
social use value. 

Second, the use value of a commodity is only 
realised after the exchange, the act of purchase 
and sale, has taken place. For example, the 
consumer can use an umbrella only after he has 
bought it. Until then, when the umbrella is 
still in the factory store-house or in the de¬ 
partment store, its use value cannot be realised. 

Third, the use value of a commodity is a 
materialised expression of value, which is another 
essential quality of the commodity. 

Value of a Commodity. The term “value” is 
commonplace. If we try to identify in more 
precise terms the popular usage of this word, 
we shall see that the value of any commodity 
is first of all the expression of a definite 
exchange ratio. Let us take a closer look. 

Every commodity is exchangeable for a certain 
sum of money. The same amount of money 
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buys different quantities of different goods. Say, 
the same money might buy one colour TV 
set, or 70 shirts, or a ton of apples. But if two 
or more goods are exchangeable for the same 
amount of money we may assume that they 
are, in a certain sense, equal. That is, they 
possess a common quality rendering them com¬ 
mensurable. This quality that all commodities 
have in common is not a chemical, or physical, 
or any other natural property, but the fact that 
they all are products of human labour. The 
production of any commodity, whether a coat, 
a radio set, an automobile, or a pencil, involves 
labour expenditure. Every commodity embodies 
labour; the labour input is therefore a measure 
for comparing commodities. Thus exchange of 
commodities is essentially the comparison of the 
amounts of labour embodied in them. It follows 
that value is, above all, the producer’s labour 
embodied in a commodity. 

This, however, is not a full enough definition 
of value. Labour is likewise expended in any 
subsistence economy, while the products of 
labour here are not commodities and therefore 
have no value. The products of a subsistence 
economy are consumed by the producer 
himself. They are not for sale. 

In order to better understand the kind of 
labour embodied in commodities which serves 
as a measure to compare them, let us take 
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a closer look into labour consumption in the 
subsistence and the commodity economies. 

In a subsistence economy, producers produce 
all they need themselves. They do not rely on 
exchange. A subsistence economy is an isolated 
economic unit. Meanwhile, commodity produc¬ 
tion implies division of labour among producers, 
each one making products not for his own 
consumption but for the buyer. Each producer 
buys the things he needs in the market, thus 
using other producers’ labour. 

All this goes to say that in commodity 
production close economic ties are maintained 
between producers. Although they are separated 
by the barrier of private ownership, the labour 
of each is tied up with the labour of others 
by a multitude of economic ties. The labour 
put into producing a lathe, for example, is 
inseparably linked with the labour of sewing- 
machine makers who use these lathes, and the 
labour of tailors who use these sewing-machines 
to make clothing. On the other hand, a lathe- 
maker’s labour is linked with the labour of 
steel workers who have smelted the steel the 
lathes are made of and with the labour of the 
workers of other enterprises that have provided 
the necessary equipment. Furthermore, there are 
furnace-workers who have smelted cast iron, min¬ 
ers who have extracted iron ore and coal, 
coke-makers who have produced coke for steel 
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smelting. There are also chemists who have 
produced the paint for the lathes, joiners who 
have made the crates to pack the lathes in, 
workers of the power plant which has supplied 
the machine-building plant with electricity, etc. 
We have seen that in commodity production 
the lathe-maker’s labour embodied in a lathe 
is at one and the same time his individual 
labour and a unit of the interrelated labour 
of all commodity producers, i. e., a unit of social 
labour. As such, it expresses economic rela¬ 
tions, the connection between commodity produc¬ 
ers. This is an indirect connection established 
through exchange. It is only through exchange, 
through equating the value of one commodity 
to another, that the social character of labour 
manifests itself. It is here that we find out 
whether society needs the labour of a particular 
tailor, farmer, or steed worker, i.e., whether 
this labour is recognised as a unit of social 
labour. If a commodity sells, the labour of its 
producer is recognised. If a commodity fails to 
sell, the labour embodied in it is not socially 
recognised, and is thus wasted for the producer 
and society. 

Summing up, value is producers’ social labour 
embodied in a commodity. Value expresses re¬ 
lations of social production between commodity 
producers and manifests itself through exchange. 
Labour expenditure is the substance of value. 
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Labour is the only source and maker of value. 
It alone creates value. 

To reimburse the labour expended in the 
production of a commodity and set up conditions 
for continuing its production, commodity pro¬ 
ducers must be guided by the value of this 
commodity in the purchase and sale act. If this 
commodity is sold below its value, the producer 
gets no reimbursement for his labour and the 
conditions of his life and work deteriorate. 

Contradictory Nature of a Commodity. 

Value and use value are the two inseparable qua¬ 
lities of a commodity, something like the two poles 
of a magnet. They make an entity and cannot 
exist independently, although, like the north and 
south poles of a magnet, they are of opposite 
nature. 

First, in their use value commodities are not 
comparable either in quality or in quantity, 
while in their value they are, in both senses. 
For example, an axe and a suit have totally 
different use values which have no common 
measure. Their values, however, are commensu¬ 
rable, for both the axe and the suit embody 
the social labour of their producers. By compar¬ 
ing the labour inputs, it is possible to compare 
the value of the axe with the value of the suit 
and establish that the value of the suit is, say, 
20 times that of the axe. 


2-1050 



18 


What Is Surplus Value? 


Second, use value has to do with utilisation 
of a commodity, and value with exchange. One 
person cannot benefit from both these qualities. 
The realisation of one rules out the realisation 
of the other. A shoe-maker wearing self-made 
shoes and in this way realising their use value 
cannot realise the value of the same pair of 
shoes. In order to realise their value he must 
sell them, and then their use value is out of 
his reach for the shoes pass into the hands 
of the buyer who will realise their use value, 
i.e., wear them. 

Third, as a commodity cannot be at one and 
the same time realised as a use value and as 
a value, there is a certain priority to be observed 
in the realisation of these qualities. A commodity 
is first realised as a value and later as a use 
value. Yet there is an inner contradiction in 
this priority. To be realised as a use value, a 
commodity must be sold, i.e., its value must 
first be realised. However, for the commodity 
to be sold, the consumer first has to be convinced 
that it possesses a use value, that it will be 
useful to him. 

This set of contradictions generates a series 
of conflicts. Any commodity can be damaged 
while in storage, or become unfashionable, etc., 
and, due to this, it may fail to sell. In this 
case the use value of the commodity in question 
impedes the realisation of its value. In other 
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cases, the commodity may be unmarketable due 
to its unduly high price, or because the owner 
declines to sell it at prevailing market prices. 
Here, the realisation of use value is impeded by 
value. The result in each case is that the 
commodity fails to reach the consumer, and 
the labour embodied in it is wasted. When this 
happens, capitalists sometimes destroy such 
commodities. 

The Dual Nature of Labour. The inner 
contradictions of a commodity reflect the inner 
contradictions of the labour embodied in it. The 
point is that every commodity producer’s labour 
is of dual nature. On the one hand, it is actual 
work, a purposeful activity, a certain useful form 
of labour. In this sense, various kinds of labour, 
as, for example, an oil worker’s or a baker’s, 
differ in form, purpose, professional qualities, 
methods and character of work. They work 
with different materials, employ different tools 
and techniques, and obtain different end results. 
An oil worker employs oil rigs and drilling 
machines; a baker, ovens and trays. They also 
differ in their work training, practical skills and 
methods, and the organisation and patterns of 
their work are different. 

By their concrete labour, using implements 
and techniques specific to every particular work 
process, people change the objects of labour, 
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such as raw and other materials. By giving 
them a new shape, people produce objects 
they need. Concrete labour produces various use 
values. An oil worker’s labour produces oil, a 
baker’s-bread, a steel-maker’s-steel, etc. 

Various kinds of commodity production differ 
qualitatively in their specific form. Yet outside 
this specific form, they have much in common. 
One significant common feature for oil, bread 
and all other types of production is, above 
all, the expenditure of human energy, the appli¬ 
cation of mental and physical effort. Conse¬ 
quently, all kinds of labour have a common 
physiological basis. They are the productive 
expenditure of manpower in the physiological 
sense. Another quality common to all kinds of 
labour is that they are embodied in commodi¬ 
ties, units of social labour, and manifest them¬ 
selves as such through exchange. The oil 
worker’s, the baker’s, the steel worker’s and 
other labour of commodity producers all re¬ 
presents units of social labour. 

Hence the labour of a commodity producer 
is, on the one hand, specific labour, while, on 
the other hand, it is the expenditure of manpower 
in general, a unit of social labour which 
reveals its social character in the process of 
exchange. In the latter aspect, irrespective of any 
concrete form it may assume, commodity produc¬ 
ers’ labour is called abstract labour. Abstract 
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labour is human labour in general, its social 
character revealed in the process of commodity 
exchange. It has no specific qualities and is 
thus qualitatively homogeneous for all commod¬ 
ity producers. Unlike concrete labour which 
produces use value, abstract labour creates 
value. Abstract labour, embodied in commodi¬ 
ties, makes them qualitatively homogeneous and 
quantitatively commensurable. The comparison 
of commodities as values is the comparison of 
units of congealed homogeneous abstract labour. 

In commodity production, concrete labour has 
a purely private character. This means that, in 
the context of the domination of private prop¬ 
erty, every producer is formally independent. 
He manages production using his own judge¬ 
ment and runs it at his own risk, with no 
advance knowledge of the social need for his 
commodity. Abstract labour has a different 
character. As a unit of social labour it expresses 
definite relations of production, economic ties 
between commodity producers. It is true that 
the social character of abstract labour is 
concealed. It is revealed in the process of 
commodity exchange and not when the labour 
is expended. 

Inasmuch as concrete and abstract labour 
merge in commodity producer’s activity, this 
activity is of a dual character, private and 
social. There is an antagonistic contradiction 
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between private and social labour, and it is 
the principal contradiction of both the simple 
commodity and the capitalist production. This 
contradiction is revealed in commodity exchange. 
When producers bring their commodities to the 
market, they find out that the labour of only 
some of them is recognised by society, which 
makes it possible for them to sell their commod¬ 
ities. The rest cannot do so. As a result, 
some producers can continue production and 
even gain a profit, while others are ruined and 
cease to be independent producers. 

The Magnitude of a Commodity’s Value. 

Commodities are bought and sold at different 
prices, low and high. What determines the 
price of a commodity? 

The answer is to be found in the nature of 
value. Since value is abstract labour embodied in 
a commodity, the magnitude of value is deter¬ 
mined by the quantity of labour expended to 
produce the given commodity. This labour is 
measured by its duration, by working time. Con¬ 
sequently, the measure of labour and, correspond¬ 
ingly, the measure of value is labour time. 
The more abstract labour is expended, the 
greater the quantity of labour time to measure 
these expenditures, and the greater the value 
created by that labour. The value produced 
during two hours of labour time is twice that 
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produced during one hour. 

Here we are faced with another problem. 
Due to varying levels of skill and effort, as 
well as varying work conditions, commodity 
producers spend different amounts of labour 
time to produce similar commodities. Those 
who work in a modern factory spend less time 
to produce a unit of commodity than those 
who work in a domestic shop. Skilled and 
conscientious workers work faster than unskilled 
or lazy. At a modern factory, it takes, say, 
only 10 minutes to make one man’s shirt, 
whereas a tailor, even a skilled one, working 
at home needs no less than one hour to 
make a similar shirt. On the market, how¬ 
ever, all these shirts will sell at the same 
price. What is then the real magnitude of 
value? What labour time measures it? 

Since a commodity producer’s labour is 
embodied in value as a unit of homogeneous 
social labour, its magnitude cannot be measured 
by the labour time actually expended by each 
individual producer to manufacture the commod¬ 
ity in question. This magnitude must be common 
to all the commodities of the given type. 
Otherwise, identical commodities would have 
different values and hence sell on the market 
at different prices. But this contradicts the very 
nature of value. That is why the value of a 
commodity is measured by the socially necessary 
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labour time required to produce it, rather than 
by the individual labour time. 

What is socially necessary labour time ? It is 
time spent for the manufacture of a commodity 
under standard conditions of production and 
at an average level of skills and labour intensity 
for the given society. Standard conditions of 
production are those under which most commod¬ 
ities of a given type are manufactured. It 
follows that socially necessary time is determined 
by the labour time required to produce the 
given commodity at the enterprises manu¬ 
facturing the bulk of the stock in a given 
industry. 

To illustrate this, let us assume that 300,000 
shirts of the same quality have been put out in 
a hypothetical country. Of these, 35,000 were 
produced at a modern sewing factory which 
employs the latest technological equipment and 
therefore spends a mere 10 minutes for the 
manufacture of one shirt. Another 250,000 shirts 
were produced by average factories spending 
15 minutes for the manufacture of a shirt. The 
rest, 15,000 shirts, were manufactured in do¬ 
mestic shops, spending an hour or more to sew 
each shirt. It is obvious that in this case the 
standard conditions of production are those of 
the average factory. Hence the socially necessary 
time is 15 minutes. This is the measure of a 
shirt’s value. 
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Dependence of Value on Labour Pro¬ 
ductivity. The value of a commodity is not 
unchangeable. It decreases as production devel¬ 
ops. In Britain, a pound of yarn was worth 
over 130 pence in 1784, while by 1823 it had 
decreased to about 11 pence. Of course, this 
is an example from the distant past. However, 
quite recently, in 1982, medium quality jute fared 
roughly 290 dollars per ton in current prices, 
only one-third of its 1962 price. Similar ten¬ 
dencies are evident for the prices of many other 
commodities. The magnitude of value depends 
upon several factors. The basic one is growth 
in labour productivity. 

Labour productivity, or labour efficiency, is the 
capacity of labour to produce a quantity of 
output per unit of labour time. Specifically, 
it is measured by the quantity of oil, machine 
components, loaves of bread, etc., produced per 
hour (day, etc.). Growth in labour productivity 
depends upon a system of factors. The most 
important is technological progress-improve¬ 
ments in equipment and production processes. 
Thanks to new machinery, less time is needed 
to carry out production operations. The most 
impressive results are achieved by mechanisation 
of labour and automation of production. At a 
certain industrial enterprise in Chicago, 4 
workers operating 16 automatic devices produce 
8 times as many phonograph records as 250 
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workers employing the old technique. Other 
factors that increase labour productivity are 
higher skills, better management of production, 
application of scientific achievements, and the 
increasing use of natural resources. 

The higher a country’s technological level 
and the more skilled and efficient its workers 
and engineers, the higher the productivity of 
labour in this country. In the level of their 
technology and in the education and skills of 
their manpower, the developing countries are 
far behind the developed capitalist countries. 
Hence their lower labour productivity. Some 
estimates place the industrial labour productiv¬ 
ity in the countries of Asia and Africa from 
15 to 20 times below the United States level. 

As labour productivity grows, that is, more 
products are turned out per unit of labour 
time, the labour input embodied in a unit of 
commodity diminishes. To illustrate our point, 
let us assume that a certain cobbler turns out 
2 pairs of boots in an 8-hour working day. 
The value of 1 pair is then measured by 
4 hours of labour time. If our cobbler doubles 
his labour productivity thanks to better tools 
and improved skill, he will be able to turn 
out 4 pairs of boots per 8 hours of work, 
that is, his labour expenditure will fall from 
4 to 2 hours of labour time per pair of shoes. 
Thus, as a result of a 50 per cent increase 
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in labour productivity, labour expended in the 
manufacture of a pair of boots has decreased 
from 4 to 2 hours, that is, by 50 per cent. 
Accordingly, the value of a pair of boots 
decreases by 50 per cent. This simple example 
shows that value is inversely proportional to 
labour productivity: the higher the labour pro¬ 
ductivity, the lower, correspondingly, the value 
of a unit of commodity. 

Anarchy in Production. Capitalist private 
property sets a barrier between capitalist en¬ 
terprises, bringing into conflict the interests of 
individual entrepreneurs. When organising pro¬ 
duction, a capitalist entrepreneur operates at his 
own risk. He has no means of knowing exactly 
the volume of output that will meet social 
requirement, or whether, ultimately, it does not 
prove to be unmarketable. 

In these conditions, development of individual 
enterprises, whole industries, or even a country’s 
entire economy is a very dim and uncertain 
prospect. No one is able to predict with 
certainty what will happen in a capitalist eco¬ 
nomy in a year, or, say, 5 years. No one 
can foresee a point of upsurge or crisis, or 
forecast the amount and type of commodities 
that would be produced and how they would 
sell. In spite of numerous optimistic declarations, 
the situation is not remedied by the bourgeois 
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government’s increasing intervention in pro¬ 
duction and the application of computers for 
economic forecasting. The bourgeois economy 
develops spontaneously, just as it did in the 
early stage of capitalism. Anarchy and chaos 
remain its essential features. Total masters of 
their own enterprises, capitalists are slaves to the 
blind force of the capitalist economy. 

Competition is closely linked with the anarchy 
of the capitalist economy. Capitalist entrepre¬ 
neurs are engaged in fierce competition for the 
best contracts and sales, for higher profits. 
Each of them fights to win, striving to out¬ 
strip and ruin his rivals. Each is willing to 
resort to any, however shady, means against 
all the rest, who in their turn are eager to 
do the same to him. 

The Law of Value. How do capitalist 
entrepreneurs find direction in the wilderness 
of anarchy and competition? What is the 
spontaneous force regulating their activities? 
The chief factor here is the law of value. 
This law means that commodity production and 
exchange are determined by socially necessary 
labour expenditures. Due to this, commodity 
producers have to take socially necessary labour 
expenditure into consideration and seek to 
reduce it. 

The law of value operates through the price 
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mechanism. Price is value expressed in terms of 
money. In the USA, prices are expressed in 
US dollars and cents, in India-in rupees and 
paisa, in Zambia—in kwacha and ngwee, in 
Angola-in kwanza, in Ethiopia-in birr, etc. 

Theoretically, the price of a commodity should 
correspond to its value. Yet actually, price 
formation is spontaneous in the market. Among 
other things, prices are influenced by the 
interaction of supply and demand. With supply 
equalling demand, the price of a commodity 
is equal to its value. However, this is an 
extremely rare case. More often than not, 
either the supply of a commodity is higher 
than the demand or vice versa. When too many 
commodities have been produced, i.e., the supply 
is greater than the demand, the price of the 
commodity in question is lower than its value. 
And conversely, if the quantity of commodities 
produced is not big enough to satisfy consum¬ 
ers’ needs, i.e., the demand is greater than the 
supply, the price of the commodity will exceed 
its value. In both cases, price fluctuations are 
centred on value. 

Price fluctuations around value have a consid¬ 
erable effect on the capitalist economy. Indeed, 
if a certain enterprise, say, a sewing factory, 
has produced less trousers than consumers need, 
then the demand exceeds the supply. As a re¬ 
sult, the price of trousers is forced up, bringing 
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the seller a surplus profit. With the cost of 
a pair of trousers being 20 dollars, these trousers 
may fetch the price of 24 dollars in the market. 
The surplus profit of 4 dollars is the dif¬ 
ference between the value and the price and a 
signal to capitalists to invest in trouser pro¬ 
duction. The manufacturers will rapidly expand 
production. The industry will enjoy an inflow 
of funds divested from elsewhere. Consequently, 
the supply will grow to equal the demand or 
even exceed it. 

A different situation unfolds when an industry 
produces more commodities than consumers will 
buy. The supply is greater than the demand, 
and the price of, say, a skirt falls below its 
value. Let us assume that the value of a skirt 
is 12 dollars and the market price is 9 dollars. 
The sellers are trading at a loss of 3 dollars 
per skirt. They find themselves in a worse 
situation than other entrepreneurs, their profits 
fall, sometimes they suffer losses altogether. In 
order to reduce their losses and raise prices 
the entrepreneurs will curtail the production of 
skirts. This move will bring down the supply 
of skirts to equal the demand, at least tempo¬ 
rarily. 

Therefore, price fluctuations and the related 
fluctuations in production profitability are respon¬ 
sible for ups and downs in the output of 
commodities. In other words, the law of value 
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is an arbitrary regulator of capitalist commodi¬ 
ty production. It explains the rechannelling of 
labour and funds within an economy and the 
changes in its industrial structure. Military pro¬ 
duction is a particularly lucrative area for 
capital investment for it offers the highest and 
most stable revenue. To secure huge extra pro¬ 
fits, giant industrial corporations within the 
military-industrial complex endanger peace by 
pushing the arms race. They whip up war 
hysteria, expand military preparations, and seek 
a constant increase in military potential. 

The law of value regulates the technological 
development of production as well. It spurs on 
technological improvements and stimulates la¬ 
bour productivity and the development of pro¬ 
ductive forces. Let us see how this works. 

By introducing new technologies, a capitalist 
can reduce the cost of production at his enter¬ 
prise to less than the socially necessary expendi¬ 
tures. At the same time, he continues to sell 
his output at the price corresponding to the 
socially necessary expenditure. Thanks to this 
he makes an extra profit. Other entrepreneurs, 
willing to catch up, also introduce new technol¬ 
ogies and improve production. Thus technolog¬ 
ical progress is achieved and productive forces 
develop as a result of individual actions of 
various rival entrepreneurs seeking purely per¬ 
sonal advantage. 
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Since the law of value regulates capitalist 
production and conduces to technological pro¬ 
gress, should we suppose that it is a magic 
force imparting order to the anarchy of capi¬ 
talist economy? Of course not. The law of 
value operates as a spontaneous, blind force. 
A regulator of production, it nevertheless does 
not prevent production disproportions. It signals 
economic disproportions only after they have 
occurred, slowed down the development of 
production, inflicted considerable economic 
losses and rendered labour and capital expendi¬ 
tures useless. The operation of the law of 
value affects technological development in a 
highly contradictory fashion. By compelling 
entrepreneurs to introduce new machinery, it 
causes adverse conditions for enterprises with a 
lower level of labour productivity, technology, 
and production organisation. Unable to catch 
up with their rivals, the owners of such enter¬ 
prises are forced out of business and their 
employees join the unemployed. 

This is yet another aspect of the operation 
of the law of value: it causes stratification 
of commodity producers. Its operation increases 
economic inequality and competitive struggle. 
As a result, a relatively small group of capi¬ 
talists profit and expand their enterprises. Their 
positions strengthen, their might and power 
increase. But there is also another group of 
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entrepreneurs, those who are beaten down and 
forced out of business. In a great many cases 
this is the lot of small-scale entrepreneurs, 
owners of self-sufficient economies, i.e., peasants 
and craftsmen. Increasing numbers of them 
are ruined and forced to look for employment. 
For example, the number of farms in the USA 
decreased from 6.8 million in 1935 to 3.9 mil¬ 
lion in 1960 and to 2.4 million in 1980. On the 
whole, from 1950 to 1970, 22 million farmers 
were ruined in the developed capitalist countries, 
or 50 per cent of their entire agricultural 
population. 

Capitalists in Commodity Production. 

When organising production, a capitalist aims 
for a totally different objective than a simple 
commodity manufacturer - a craftsman or a peas¬ 
ant. The latter manufactures commodities him¬ 
self, and the means of production he employs 
belong to him. His purpose is to sell his pro¬ 
ducts and with the money so gained to buy 
commodities to satisfy his personal wants (food, 
clothing, footwear, etc.), to recoup his own 
expenses and provide for further produc¬ 
tion. 

A capitalist likewise seeks to use the money 
he has made from the sale of his produce 
to recover his expenses and satisfy his personal 
wants. His chief purpose, however, is to max- 
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imise profits, to increase his wealth. Having 
spent 100,000 dollars, the capitalist would like 
to sell his produce for, say, no less than 
120,000 dollars. The difference between the 
advanced capital (100,000 dollars) and the sales 
revenue (120,000 dollars) is 20,000 dollars. 
This addition to his capital is surplus capital 
or surplus value. 

What is the source of this surplus? Assum¬ 
ing that the capitalist sells his produce at 
the price equalling the value, he will exchange 
his commodities for the money strictly equi¬ 
valent to their value. For 100,000 dollars worth 
of commodities he will get the equivalent of 
their value, i.e., the same 100,000 dollars, just 
that and not a cent more. 

Neither can we explain the source of surplus 
value if we assume that the capitalist sells his 
produce at the price higher than the value. 
With the price increased by 20 per cent over 
the value, he will be able to sell the commod¬ 
ities for 120,000 dollars instead of for 100,000. 
But all the other entrepreneurs will do the 
same. They cannot allow him to maximise 
his profits at their expense. As a result, our 
capitalist will have to buy commodities at prices 
increased by 20 per cent. Things that he was 
once able to buy for 100,000 dollars will now 
cost him 120,000 dollars. Therefore he will lose 
as a buyer the same 20,000 dollars he has 
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gained as a seller. Again he won’t be able to 
make a profit. 

All this goes to say that commodity exchange 
per se cannot produce surplus value. To find 
the answer to our questions, let us visit a 
capitalist enterprise. 




Chapter Two 
CAPITALIST ENTERPRISE 


Forms of Capitalist Enter¬ 
prises. The first capitalist en¬ 
terprises were small artisan shops 
employing wage labour. Workers 
of the same craft gathered there 
took their orders from the shop 
owner. Already in the 16th cen¬ 
tury, English merchants would 
buy 10 or 12 looms, place them 
in a single workshop, and hire a 
relevant number of weavers. Sim¬ 
ilarly run smithing, shoe-making, 
sewing and other shops also 
appeared. 

Initially, capitalist workshops 
were very small, employing any¬ 
where from 6 to 10, sometimes 
up to 20, workers. The shops 
employed formerly independent 
bankrupt craftsmen or poor peas- 
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ants. There was no division of labour with¬ 
in the workshop. All men did identical work. 
They used the same rather primitive tools as 
independent self-reliant craftsmen. This first 
primitive form of capitalist enterprise is cal¬ 
led simple capitalist cooperation. 

Simple capitalist cooperation laid the ground 
for a higher form of capitalist enterprise: it 
was replaced by capitalist manufacture. The manu¬ 
facture stage of capitalism took place from the 
mid-16th century to the last third of the 18th 
century. Like simple cooperation before it, man¬ 
ufacture was based on manual labour and hand 
tools. Unlike simple cooperation, the workers 
did not perform identical work. Each worker 
specialised in his particular task, confining him¬ 
self to one type of production operation. That 
is, there was a division of labour among hired 
workers. Hence a manufacture is a capitalist 
enterprise based on hand tools and the division 
of labour. 

There were two types of manufacture. The 
first had specialisation whereby workers pro¬ 
duced different parts which were then assembled 
in a finished product. Manufactures turning out 
clocks, coaches, trunks and other items worked 
that way. In the manufactures of the second 
type workers specialised in production opera- 
tions-each worker in a single operation. Pro¬ 
duction operations were linked in a chain, the 
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manufactured product changing hands until it 
was finally turned out as a finished product. 
Production of pins, paper, bottles and some other 
items followed that pattern. 

The division of labour at manufactures led 
to a considerable specialisation of tools and 
other equipment. A special set of tools was made 
for each production operation, so it is no wonder 
they were constantly improved upon. Labour 
specialisation and the improvement of the tools 
of production helped the manufacture-type 
enterprise make considerable headway in raising 
labour productivity. In a pin-making factory, 
10 workers manufactured 48,000 pins a day, 
or 4,800 per worker. Meanwhile, had there 
been no division of labour and tools specialisa¬ 
tion, one worker would have hardly produced 
20 pins a day. 

The manufacture enterprise set up conditions 
for replacing hand labour with machinery. It 
was succeeded by the capitalist enterprise based 
on the division of labour and machinery. 

Capitalism provided conditions for the devel¬ 
opment of machinery. Less productive machines 
were being replaced by more modern ones. 
The 20th century is marked by an extensive 
use of automation in production. This increases 
labour productivity and, hence, production ca¬ 
pacities of enterprises. Of course, the rate of 
increase has been different for different countries 
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and regions. The developing countries are far 
behind the developed capitalist countries in the 
level of industrial production. They account for 
a mere 9 per cent of the world’s total industrial 
output, producing 3 per cent of lathes, 1.7 per 
cent of milling machines, 0.9 per cent of presses, 
forging plant and rolling mills, and a minute 
share, 0.06 per cent, of metal-cutting machine- 
tools. This slows down their industrial devel¬ 
opment, impeding the building of new factories. 

Capitalist Ownership of the Means of 
Production. Whatever the form of capitalist 
enterprise, it necessarily embraces two opposing 
forces: the capitalist, on the one side, and the 
wage workers, on the other. 

The capitalist owns the enterprise. He holds 
the capital and all the other resources. He 
does not actually participate in labour, but 
uses the means of production he owns to exploit 
wage workers and thus increase his capital. 

Wage workers own no means of production. 
They are hired to work for the capitalist and 
under his control. They do not own the commod¬ 
ities they manufacture. The sole owner of these 
commodities is the capitalist. Under capitalism, 
as under any preceding form of exploiter so¬ 
ciety, the products of labour belong not to the 
actual manufacturers but to the owner of the 
means of production. 
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There are several forms of capitalist private 
ownership of the means of production. The 
first is individual capitalist ownership when the 
enterprise is owned by a single capitalist. This 
form of ownership was particularly widespread 
during the early stages of capitalist de¬ 
velopment. 

Another form of capitalist ownership is corpo¬ 
rate ownership whereby the means of production 
belong not to an individual but to a group 
of capitalists. As a rule, members of such a 
group form a joint-stock company. Nowadays, 
this form of capitalist ownership is prevalent 
in the developed capitalist countries. In the 
USA, for example, the share of corporations 
(joint-stock companies) in the total number of 
industrial enterprises rose from 24 per cent to 
52 per cent during the period from 1904 to 
1939. Their share in the total industrial output 
rose, accordingly, from 74 per cent to 93 per 
cent. Today, the bulk of enterprises run by 
a single individual are found in agricultural 
production and in the service sector. 

Capitalist state ownership plays a growing 
role in the capitalist economy. It is a special 
form of ownership whereby the means of produc¬ 
tion are owned by the bourgeois state and con¬ 
tinue to serve the interests of the capitalists. 

Capitalist private ownership is prevalent in 
capitalist society. Throughout his life, the 
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working man feels the omnipresence of capital, 
of the relations of capitalist private ownership. 
He lives in a privately owned house, works 
at a privately owned enterprise, buys goods 
in privately owned stores, etc. 

Initial Capitalist Accumulation. Consider¬ 
able initial capital is required to found a 
capitalist enterprise. Bourgeois scholars, and in 
particular authors writing the history of a rich 
capitalist family, undertake to prove that capital 
appeared thanks to bourgeois virtues of in¬ 
dustriousness and thrift. Readers are led to 
believe that in the beginning capital was created 
by the capitalists themselves who worked their 
hands to the bones and saved every cent. 

However, an unbiased and profound study of 
the early history of capitalism shows that this 
version has nothing to do with the actual state 
of things. The capital amassed by the pioneers 
of capitalist enterprise was not the fruit of 
saving and diligence. It was amassed through 
plunder, violence, brigandage, frauds and 
swindles. 

To a very considerable degree, the stock of 
capital required for organising early capitalist 
enterprises came from the ruthless plunder of 
colonies, which often entailed the total elimina¬ 
tion of the indigenous population. Over 20 bil¬ 
lion dollars’ worth of plundered wealth was 
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shipped out of Latin America in the period 
from 1500 to 1820. 

Slave trade was the source of enormous 
profits. In the course of 200 years, slave-trad¬ 
ers captured no less than 100 million people 
in Central Africa alone; of these nearly 70 
million died during transportation to American 
colonies. 

Those who were after easy money amassed 
colossal wealth trading in slaves. The English 
seaport of Liverpool had a slaving fleet of 
132 ships in 1792. 

Enormous profits were reaped from colonial 
trade. In 16th-century England, pepper fetched 
8 times, raw silk 10 times, and cloves 21 times 
their price in India. Last but not least, piracy 
and money-lending were instruments for the 
building up of the first production capital. The 
process was accelerated by protectionism gov¬ 
ernment protection for private enterprise and 
trade. 

20th-century capital does not owe its existence 
to thrift or good luck either. As always, it was 
amassed through exploitation, cheating and 
crime. It is common knowledge, for instance, 
that in his first business operation, US billion¬ 
aire John Pierpont Morgan cheated the US 
government by selling it outdated arms. Ha- 
roldson Lafayette Hunt, another US billionaire, 
started his business career as a card-sharper. 
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He bought his first oil well from a man 
whose death occurred under strange and myste¬ 
rious circumstances. 

The Structure of Capital. Capital consumed 
in the building of a factory or a mine, or any 
other enterprise, is originally advanced by the 
capitalist in the form of a certain sum of 
money which the capitalist divides into two 
parts. 

With one part the capitalist buys the means 
of production. This part is called constant ca¬ 
pital (C). The other part of advanced money 
capital is used to buy labour power. It is paid 
out to workers in the form of wages and salaries. 
This part of the advanced capital is called 
variable capital ( V). 

Constant capital, in turn, is divided into two 
parts. The first is used to buy the means of 
labour: buildings, machinery and equipment, 
tools, and transportation. This part of capital 
is durable and can be used repeatedly: a 
plant building can be used for 50 years or more, 
a machine-tool for 8 to 10 years, etc. The 
second part of constant capital is used for 
buying the objects of labour: raw materials, 
fuel, electricity. Objects of labour are com¬ 
pletely consumed in each production process. For 
example, the building of a bakery, its ovens 
and machinery are used for many years, while 
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flour, yeast, sugar, etc., are each time com¬ 
pletely consumed in baking. 

As capitalism develops, capital grows in size. 
In 1889, the total worth of capital in the US 
manufacturing industry was 10.1 billion dollars. 
In 1929, it was 90.1 billion dollars, and in 
1969, 688.3 billion. That is, over 80 years from 
1889 to 1969, US industrial capital had grown 
68.1 times. 

While the size of capital grows, its structure 
changes. Constant capital grows especially fast 
with technological progress. The capitalist buys 
ever more complicated, and hence ever more 
expensive, machinery, spends ever more on 
equipment and materials. From 1889 to 1969, 
the total constant capital in the US manu¬ 
facturing industry grew by 74 times, from 8.3 
billion dollars to 614.1 billion. 

Variable capital grows at a slower rate; in 
the US manufacturing industries it grew from 
1.8 billion dollars to 74.3 billion between 1889 
and 1969, or 41.3 times, which, obviously, is 
much less than in the former case. 

As capitalism develops, the difference in the 
rates of growth gradually increases the share of 
constant capital in total capital stocks. Spe¬ 
cifically, the share of constant capital in the 
total capital employed in US manufacturing 
industries increased from 82.2 per cent in 1883 
to 89.2 per cent in 1969. During the same 
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period, the share of variable capital dropped 
from 17.8 per cent to 10.8 per cent. The 
ratio of constant to variable capital changed 
accordingly: from 4.6:1 to 8.3:1. 

Labour Power. The capitalist hires the 
worker to work at his enterprise. The worker 
is totally subordinate to the capitalist, he works 
under the capitalist’s control and does what 
he is told to do. What makes the worker 
look for a job at a capitalist enterprise? What 
makes him work for the capitalist? 

The answer is that under capitalism the cap¬ 
italists and landlords are the sole owners of 
the means of production. The worker has no 
means of production. What he does have is his 
ability to work, his physical and mental capac¬ 
ities: power, dexterity, intellect, knowledge, etc. 
Thanks to these capacities, the worker is able 
to perform labour and manufacture certain 
articles. The worker’s capacity for labour is 
his labour power. Labour power is embodied in the 
living, developing human being. Man is the 
embodiment of labour power. 

Labour power and labour are not identical. 
Labour power is the ability to perform labour, 
while labour is expenditure of labour power, 
its effective use in the process of production. 
The tailor’s labour power is manifested in his 
ability to sew clothes, while his labour is the 
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actual performance of clothes-making. Likewise, 
the steel worker’s labour power is his ability 
to smelt steel. His labour is the realisation 
of this ability, the actual performance of steel¬ 
smelting. In the course of labour, labour power 
is joined with the means of production and puts 
them to use, providing for the manufacture of 
certain articles. 

Because under capitalism the worker has no 
means of production, he is unable to use his 
own labour power independently. Labour cannot 
be performed and products cannot be manu¬ 
factured without the means of production. There¬ 
fore, in order to sustain his life, to provide 
for himself and his family, the worker is forced 
to sell the only thing he has -his labour power. 
The other alternative is hunger or death due 
to the lack of means of subsistence. Obviously, 
the worker has to look for a buyer for his 
labour power, and he finds the buyer in the 
person of the capitalist-the owner of the means 
of production. 

The buying and selling of the worker’s ability 
to perform labour means that, under capitalism, 
labour power is a commodity. The conversion 
of labour power into a commodity became pos¬ 
sible and necessary due to two economic condi¬ 
tions. 

The first condition is the worker’s personal 
freedom. To be able to dispose freely of his 
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labour power, the worker must be legally free, 
he must be the owner of his own labour 
power. This condition was brought about by 
the abolition of serfdom that under feudalism 
had placed the labourer in the personal bondage 
of his master. 

The second condition is the labourer’s di¬ 
vestment of the means of production. Indeed, 
the peasant working with the help of his 
own means of production provides for himself 
and does not need to sell his labour power. 
The same is true of the artisan who has a 
workshop of his own. Should the peasant or 
the artisan lose his possession, and with it the 
means of subsistence, he would find himself 
in acute need of employment, and would 
consequently join the ranks of hired labour. 

Particularly cruel methods were used to take 
away the means of production from peasants 
and artisans at the early stages of capitalism. 
Peasants were evicted from the lands that for 
centuries had been tended by their ancestors. 

As a result of enclosures, tramps and beggars 
roamed public roads in 16th-century England. 
To make them seek employment in serving 
nascent capital, the government issued a number 
of extremely cruel laws. Under Henry VIII’s 
act of 1530, able-bodied vagrants were whipped 
and sentenced to a term in prison. Should 
they resist, they were to be tied to a wheel- 
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barrow to be beaten until blood flowed. Edward 
VI ordered in 1547 that those who evaded 
work were branded by hot iron, sold into 
slavery, or even executed. Queen Elizabeth was 
even less lenient. The laws issued during her 
reign, at the end of the 16th century, stipu¬ 
lated equal or more severe punishment. Those 
who had no job and no means of subsistence 
were first severely whipped and branded on the 
left ear and then put to death as criminal 
offenders against the state. By these methods ¬ 
lashing, branding, and the threat of a death 
penalty - the peasants and artisans deprived of the 
means of production were forced to work at a 
capitalist enterprise; thus they learned the 
discipline of hired labour. 

The Value of Labour Power. Labour power 
under capitalism is a commodity and, as such, 
has value and use value. 

Since it is a commodity, its value is de¬ 
termined by the amount of labour time re¬ 
quired to produce or reproduce this commod¬ 
ity. To reproduce labour power is to maintain 
the worker and his family at a subsistence 
level, i.e., at a level high enough for the worker 
to restore the energy used up in production. 
Therefore, the labour time required to reproduce 
labour power is reducible to the labour time 
required to produce the necessary means of 
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subsistence. In other words, the value of labour 
power equals the value of the means of sub¬ 
sistence necessary to maintain the worker and 
his family. 

We can single out four major components 
of the value of the worker’s necessary means 
of subsistence: 

(1) the cost of the means of subsistence ne¬ 
cessary to sustain the worker’s physical power 
and satisfy his physical wants, i.e., to reproduce 
and sustain his capacity for work. This includes 
the cost of food, clothing, footwear, accommo¬ 
dation, heating, electricity, household utensils, 
medicines, etc.; 

(2) the cost of the means of subsistence for 
the worker’s family. Production cannot function 
or expand without a constant inflow of fresh 
labour force to replace those who drop out 
due to old age, disease or death; 

(3) the cost of the means required to train 
the worker for his trade. This component be¬ 
comes especially significant due to current 
technical progress that demands of workers an 
increasingly high level of education and training; 

(4) the cost of the means to satisfy the so¬ 
cial and cultural wants of the worker which are 
a product of historical development. They in¬ 
clude the minimum of books, newspapers and 
magazines, movie tickets, radios, etc. 

The proportion and quantities of these compo- 
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nents vary from country to country due to 
economic, historical, natural, environmental and 
other features. Hence the value of labour power 
differs from country to country. There are con¬ 
siderable distinctions. For example, in countries 
where winters are cold the workers have to 
spend a lot on warm clothing, footwear, and 
heating. There is no need for this kind of 
spending in warm countries. 

The magnitude of wants and hence the value 
of labour power are considerably higher in the 
developed capitalist countries than in the de¬ 
veloping countries. One example is the differ¬ 
ence in educational expenditures. In the late 
1970s, the average length of schooling in the 
USA was from 12 years (for unskilled workers) 
to 12.4 years (for skilled workers and foremen). 
At the time, there were 700 million illiterates 
among the population of the developing countries 
of Asia, Africa and Latin America. Hence 
educational expenditures in the developed capi¬ 
talist countries were a great deal higher than 
in the developing countries: an average 314 
dollars per person annually as against a mere 
24 dollars in the latter case (a thirteen-fold 
difference). Equally significant is the difference 
in the other components of the value of labour 
power. The average per capita nutrition in the 
developing countries is 2,180 calories a day 
versus 3,315 calories, or half as much again, 
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in the developed countries. Besides, the average 
per capita consumption of the more expensive 
components of the diet such as meat and other 
animal proteins is 80 per cent lower and the 
consumption of fats is even 3.5 times lower in 
the developing than in the developed countries. 

The value of labour power also changes 
with the development of society. It is influenced, 
on the one hand, by changes in the magnitude 
and structure of the workers’ wants, higher 
level of qualifications, the expanding struggle of 
the workers for their rights, the growing intensity 
of labour in production, and higher standards 
of living. All these factors increase the value 
of labour power. It is clear that the more 
wants a worker has and the more is spent on 
his education and job-training, the more will 
be spent on reproducing the worker’s labour 
capacity. The increasing cost of transportation 
and household utilities (gas, electricity, tele¬ 
phone, water supply, etc.) likewise increases 
the value of labour power. 

But there are also powerful factors which 
reduce the value of labour power. Above all, 
it is an increase in labour productivity. It 
diminishes the value of the means of subsis¬ 
tence and, with this, the value of labour pow¬ 
er. The increasing involvement in capitalist 
production of the workers’ families-wives and 
children-as well as foreign workers, and the 
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capitalists’ growing encroachment on the 
workers’ vital interests work in the same di¬ 
rection. 

How does the capitalist pay for the labour 
power he buys? With wages that he pays to 
the workers. Under capitalism, wages are the 
value (price) of labour power expressed in 
terms of money. As with any other commodity, 
the capitalist seeks to buy labour power cheaper 
than its value. That is why he looks for every 
possible way to lower the wages and to in¬ 
fringe on the rights of the workers. 

The Use Value of Labour Power. The 

capitalist pays for labour power and, in return, 
gets the use value of this commodity. He is 
free to make use of it in his own interest. 

The use value of labour power differs from 
the use value of all other commodities. The 
latter only embodies value, while the use value 
of labour power creates value. The use value 
of labour power is the worker’s capacity to 
create, in the process of labour, value that 
exceeds the value of labour power. This inher¬ 
ent property of labour power is the source 
of the capitalist’s profits. For this, he links the 
wage labourer with the means of production 
at his enterprise. Utilising his rights of 
ownership, he exploits the wage worker. The 
power that drives the capitalist is the lure of 
profit. 






Chapter Three 

HOW SURPLUS VALUE IS 
CREATED 


The wage worker at a capital¬ 
ist enterprise employs the means 
of production that belong to the 
capitalist to manufacture com¬ 
modities that, again, the capitalist 
owns and sells on the market. The 
worker’s concrete labour creates 
the use value of commodities, 
while his abstract labour creates 
the value of commodities. 

Necessary Labour Time and 
Necessary Labour. Both use val¬ 
ue and value are created by the 
worker during the entire course 
of the working day at the capi¬ 
talist enterprise, from the first and 
to the last minute. What value 
does the worker create in the 
course of one working day? How 
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is this value related to the value of the wor¬ 
ker’s labour power? 

To answer these questions let us assume that 
a certain hypothetical worker is employed at 
a sewing factory in a developing country. The 
factory puts out children’s T-shirts with a 
picture of Mighty Mouse. One day’s value of 
our worker’s labour power is equal to 2 dollars. 
This is more or less equal to what workers 
in a number of developing countries employed 
by transnational corporations receive in exchange 
for their labour. Let us further assume 
that during 1 hour the worker creates value 
equal to 1 dollar. So, during the first hour 
the worker will sew, let us say, 3 shirts and 
create value equal to 1 dollar. He will do the 
same during his second hour of work. There¬ 
fore, in the course of 2 hours he will sew 
6 shirts and create new value equal to 2 dollars. 
The new value, as we can see, is equal to the 
value of the worker’s labour power. That is, 
in a mere 2 hours the worker is able to 
create the equivalent of his labour power and 
restore the expenditure on its production and 
reproduction. 

These 2 hours are the necessary labour time. 
The labour expended within the necessary la¬ 
bour time is the necessary labour. Without per¬ 
forming the necessary labour the worker is 
certainly not in a position to reimburse pro- 
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duction expenditures and reproduce his labour 
power. 

Surplus Labour Time and Surplus Labour. 

Since the capitalist is the owner of the entire 
stock of commodities manufactured at the cap¬ 
italist enterprise, he can sell the shirts manu¬ 
factured by the worker in the course of two 
hours and return the 2 dollars that he has 
paid the worker. He thus would fully make 
up for the expenditure of his variable capital 
without losing a cent. Neither would he gain 
anything. Since the capitalist is engaged in 
production for the sake of profits, he will not 
stop production when the first 2 hours of labour 
are over. He will make the worker labour 
over and above the two hours of the necessary 
labour time. In this he is fully justified by 
the law. He has bought labour power, paid 
for it, and is free to employ its use value 
in any way he likes. The worker is obliged to 
submit to the capitalist, to take orders from 
him. Otherwise the worker will get fired. If 
he finds himself out in the street, he will not 
be able to provide for himself and his family. 

In most developing countries, the length of the 
working week is 48 hours, with 50 working 
weeks per year. That means that every worker 
works 8 hours a day. It would be logical to 
assume, then, that in our case, too, the sewing 
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factory worker has an 8-hour working day. 
Instead of the 2 hours of necessary labour, his 
employer makes him work 8 hours a day: 2 
hours of necessary time plus 6 hours. These 6 
hours make surplus labour time, i. e., labour 
time over and above the necessary labour time. 
The labour performed by the worker during 
surplus labour time is surplus labour. 

Hence, the working day of a hired worker 
consists of two parts: (1) necessary labour time, 
and (2) surplus labour time. The diagram below 
illustrates this: 



The structure of labour during the labour 
time will be as follows:* 



necessary surplus labour 

labour 6 hours 

2 hours 
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Surplus Value. During surplus labour time, 
just as during necessary labour time, the worker 
creates use value with his concrete labour, and 
value with his abstract labour. He works at the 
same pace, with the same productivity and in¬ 
tensity, as during the necessary labour time. 
Hence during the 6 hours of surplus labour, our 
worker will manufacture 18 shirts (3 x 6 = 18). 
During these 6 hours, he will have embodied 
in these commodities new value equalling 6 dol¬ 
lars (1 dollar x 6 hours = 6 dollars). This new 
value is added to the value created before. This 
is surplus value. 

The only source of surplus value is, as we 
have seen, the surplus labour of hired workers. 
This value is only created by hired workers. 
But it does not go to the workers, not a cent 
of it. Since the commodities manufactured at the 
capitalist enterprise belong to the capitalist, the 
entire surplus value falls into his hands. Surplus 
value costs the capitalist nothing. He does not 
buy it: he gets it free. 

It follows that surplus value is the value created 
by the labour of hired workers during surplus labour 
time and appropriated by the capitalist. It is the value 
created by the workers over and above the 
value of their labour power. It is the result of 
the unpaid labour of the proletariat, and the 
source of the bourgeoisie’s wealth. Surplus value 
expresses economic ties and production relations 
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between the working class and the bourgeoisie. 
The appropriation and use of surplus value is the 
basis of the entire capitalist system. 

Surplus product is the material expression of 
surplus value. It is that part of the aggregate 
product that the immediate producers create 
over and above the necessary product. Surplus 
value and surplus product are not identical. First 
of all they differ in that the former is value and 
the latter, use value. Secondly, surplus product is 
created by concrete labour, while surplus val¬ 
ue-by abstract labour. And lastly, surplus pro¬ 
duct is produced in every developed society, 
while surplus value is created only in capitalist 
societies. It represents a specific form of surplus 
product in bourgeois society, its value created 
by hired labour and appropriated by capitalists, 
parasites on the other classes. 

When appropriating surplus value, the capital¬ 
ist simultaneously appropriates surplus product. 
It is a single act. Surplus product goes to the 
capitalist as an inalienable part of the output 
of his enterprise. When he sells this output, he 
gets a surplus value that has assumed the form 
of money. Meanwhile, the surplus product (an 
aggregate of use values) goes to the buyer who 
utilises these use values. 

The Key to Capitalist Exploitation. The 

production and appropriation of surplus value 
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is the key to capitalist exploitation. The capital¬ 
ist exploits the worker, making him work more 
than the labour time required to produce the 
equivalent of the value of the worker’s labour 
power. He uses his right of the owner of the 
means of production to fully appropriate the 
fruit of the worker’s labour. 

However great the surplus value appropriated 
by the capitalist, the relations prevailing in the 
process of capitalist exploitation are determined 
by the law of value and in no way contradict 
this law. Indeed, the capitalist buys the means 
of production and the labour power of the 
workers at the price equivalent to the value of 
these commodities. Likewise he sells the com¬ 
modities manufactured at his enterprise at the 
price equivalent to their value. This equivalence 
maintained in the buying-selling operations, the 
prevailing commodity-money relations, mask the 
capitalist exploitation inherent in these opera¬ 
tions. They create an image of the worker who 
is as free as the capitalist and enjoys equal 
rights. It seems as though the worker and the 
capitalist engage in a voluntary exchange of 
equivalents. Both enjoy personal freedom. 

True, surplus value arises not due to upset¬ 
ting the equivalence in the purchase of labour 
power and means of production and the sale 
of the final product. Surplus value is in essence 
not related to the selling above value or the 
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buying below value. It arises, as we can see, 
because the capitalist buys a specific commod¬ 
ity-labour power; when utilising it, he makes 
the worker create, without pay, a new value 
over and above the value of his labour power. 
Hence, the legally equal exchange conceals a 
glaring economic inequality in production. The 
capitalist owns means of production-the worker 
owns no means of production. The capitalist 
does not perform labour-the worker labours 
hard. The capitalist exploits the worker, makes 
him work without pay-the worker is the object 
of capitalist exploitation, his unpaid labour creat¬ 
ing surplus value. The capitalist appropriates 
this surplus value the worker gets nothing from 
it. He has already been paid the equivalent 
of the value of his labour power. The laws 
of capitalist production rule that apart from 
this equivalent, apart from the meagre wages, 
the worker has no right to anything else. 

Capitalist exploitation of hired labour is cruel 
and ruthless in its very essence. Capitalists 
take no account of the workers’ physical capac¬ 
ity, health, or human dignity. This ruthless 
drive renders mind and soul barren and ages 
the worker prematurely. All means available are 
placed at the service of capital and used to 
gain the greatest possible surplus value. 

The advocates of bourgeois society seek to 
prove that there is no such thing as capitalist 
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exploitation, and that the capitalist is a labourer 
and works as hard and intensively as the worker. 
They assert that as the worker and the capital¬ 
ist perform different functions in production-the 
worker that of an actual performer, and the 
capitalist that of organiser and manager-they 
get different reward: the worker - wages, the 
capitalist-profits. Thus the bourgeois concept 
defines profit not as a result of capitalist exploi¬ 
tation but as a “justified labour remuneration” 
received by the capitalist for his entrepreneur- 
ship and for the technological modernisation 
that he carries out at his enterprise. In actual 
fact, the two kinds of participation in produc¬ 
tion are in no way comparable. The capitalist 
does not labour as the worker does. He does 
not perform any production functions. Nor is 
the capitalist engaged, as a rule, in production 
organisation or management. For this purpose 
he hires engineers and managers. The only 
function performed by the capitalist is the 
exploitation of the hired worker in an effort 
to make him produce as much surplus value 
as possible. 

As for the assertions that profits are the 
capitalist’s reward for his initial “austerity”, 
“delay”, “risk”, “trouble”, or “anxiety” in¬ 
volved in the waiting for the interest and divi¬ 
dends from his capital invested in production, 
all these are groundless, too. Were trouble and 
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anxiety so highly paid for, the unemployed 
would be the richest layer of capitalist society. 
It is the unemployed who worry most over their 
precarious existence and uncertainty in the mor¬ 
row. It is they who constantly anticipate the 
suffering that may await them. It is not the 
unemployed who get rich, but the capitalists. 
Besides, there is no austerity on the part of 
capitalists to speak of, no delay in consump¬ 
tion or worry over this delay. Rather, there 
are excessive luxury and extravagance, parasiti¬ 
cal consumption. Contrary to myth, the capital¬ 
ists gain their surplus value not as a result 
of much-vaunted “self-restraint” in consumption 
but as a result of the intensifying exploitation 
of hired labour. 

Extending the boundaries of the theoretical 
example discussed above, let us suppose that 
the factory in question employs 300 workers. 
During the necessary time they put out 1,800 
shirts (6 x 300 = 1,800) and create 600 dollars’ 
worth of new value equal to the value of 
their labour power (2 x 300 = 600). During the 
surplus time they put out 5,400 shirts (18 x 300 = 
5,400), i. e., create 1,800 dollars’ worth of surplus 
value (6 x 300 = 1,800). The total output per 
day of the workers’ concrete labour is 7,200 
shirts (1,800 + 5,400 = 7,200), embodying 2,400 
dollars’ worth of new value created by abstract 
labour '600 + 1,800 = 2,400). Out of these 2,400 
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dollars, 1,800 dollars are appropriated by the 
capitalist the actual result of this factory’s hired 
workers’ exploitation by the capitalist. 

Concrete Labour and the Transfer of the 
Value of the Means of Production. Does the 
total value of all 7,200 shirts put out daily 
equal 2,400 dollars? No, it is over 2,400 dollars. 
The reason is that the capitalist advances for 
production purposes more than his variable 
capital. He also expends his constant capital- 
to purchase the means of production. The capi¬ 
talist must cover the daily overhead of his 
constant capital or he will be ruined. How does 
he go about it? 

To answer this question, let us again look 
into concrete labour. Concrete labour, as we 
know, creates use value. In the process, the work¬ 
er employs means of labour machinery, tools, 
equipment to act on the object of labour, 
change it, and ultimately to manufacture a new 
product. The workers of the sewing factory in 
our example employ such means of labour as 
sewing machines, scissors, sewing patterns, and 
instruments for printing pictures on the shirt. 
With the help of these instruments, the workers 
cut out and sew the fabric here the object of 
labour - and print a picture. The technological 
processes involve the use of various materials, 
such as thread for sewing the fabric, dyes for 
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the picture on the shirt, oil for machines, and 
also electricity for lighting and to operate ma¬ 
chines and instruments. The factory building, its 
equipment, means of transportation, etc., are also 
employed in production. 

The workers’ concrete labour preserves the 
aggregate value of all these material elements 
of production in the concrete product. They 
transfer this value to the new product, adding 
it to the new value being created by abstract 
labour. This transfer of the aggregate value of 
the means of production is proportionate to the 
measure of their expenditure on the creation 
of the new use value. If, for example, a cer¬ 
tain machine is used to manufacture 10,000 end 
products, each of these products will embody 
1/10,000 of the machine’s value. The same goes 
for other means of labour equipment, appara¬ 
tus, instruments, buildings, facilities, etc., etc. 

This does not apply to the values of raw 
materials. Unlike machines that are in durable 
form, these material elements of production can¬ 
not be used repeatedly. Therefore, the value of 
a raw material is completely consumed and 
embodied in a new product created by this 
act of labour. 

The Value of a Product Manufactured 
at the Capitalist Enterprise. Summing up, 
we may say that the value of a product manu- 
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factured at the capitalist enterprise embraces 
three major components: 

(1) the value of the means of production 
transferred to the end product by the concrete 
labour of the hired workers; it is measured by 
the amount of constant capital consumed (c); 

(2) the new value created by abstract labour 
during the necessary labour time; it is equal 
to the value of the workers’ labour power and 
corresponds to the amount of variable capital 
expended for buying the labour power (p); 

(3) the surplus value created by the workers’ 
abstract labour during the surplus labour time 
( m ). 

The following formula brings out the structure 
of the end product’s value (w): w = c+v+m. 

Let us once again turn to the work of the 
sewing factory analysed in the preceding para¬ 
graphs. Let us assume that the factory’s 
constant capital is 442,000 dollars, and its struc¬ 
ture is as follows: 

(1) buildings, facilities 180,000 dollars; 

(2) machinery, equip¬ 
ment . 225,000 dollars; 

(3) scissors, sewing pat¬ 
terns, other tools . 18,000 dollars; 

(4) daily fabric expendi¬ 
ture . 17,000 dollars; 

5 1050 
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(5) daily thread, dye, etc. 

expenditure . . 1,250 dollars; 

(6) daily electricity ex¬ 
penditure .... 750 dollars; 


Total expenditure: 442,000 dollars 

We shall also note that the buildings and 
facilities are designed for exploitation during 
30 years, machines and equipment are depreci¬ 
ated within 5 years, and scissors, patterns and 
other instruments-within 2 years. 

Let us now see what amount of the value 
of the means of production the workers’ con¬ 
crete labour will transfer to the daily output of 
shirts. 

We shall begin with buildings and facilities. 
As we have assumed, they will serve capitalist 
for 30 years. The workers’ annual labour time 
is 50 weeks or 300 days (6 days x 50 weeks = 
300 days). It follows that the buildings and 
facilities will be serving the capitalist during 
9,000 working days (300 days x 30 years = 9,000 
days). Therefore, the workers will transfer 
1/9,000 of the value of the buildings and facili¬ 
ties to the manufactured product on a daily 
basis. This value equals 20 dollars (180,000 
dollars: 9,000 days = 20 dollars). 

The sewing and dyeing machines are used 
for 5 years or 1,500 working days (300 days 
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x 5= 1,500 days). It follows that the workers 
must transfer 1/1,500 of their value to the 
manufactured product daily. This converted val¬ 
ue equals 150 dollars (225,000 dollars: 1,500 = 
150 dollars). 

The same rule applies to scissors and other 
tools good for 2 years or 600 working days 
(300 days x 2 = 600 days); 1/600 of their value, 
or 30 dollars (18,000 dollars:600 days = 30 
dollars), is transferred to the manufactured shirts 
daily. 

The values of raw materials and electricity 
are completely merged into the value of end 
products by the workers’ concrete labour. In our 
example, this will equal the 17,000 dollars 
expended in buying fabric, the 1,250 dollars 
expended in buying thread, dyes and other 
materials, and the 750 dollars spent on electric¬ 
ity. 

Hence the value of the expended means of 
production transferred by the workers of the 
sewing factory to the output daily will be 
19,200 dollars. This value may be broken down 
into the following units: 

(1) depreciation of buildings and facili¬ 
ties .20 dollars 

(2) depreciation of machines and equip¬ 
ment .150 dollars 

(3) depreciation of scissors and other tools 
.30 dollars 
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(4) fabric expended .... 17,000 dollars 

(5) thread, dyes and other materials ex¬ 
pended . 1,250 dollars 

(6) electricity expended . . . 750 dollars 

Total expenditure: 19,000 dollars 


According to our calculations, the daily 
output of shirts embodies 2,400 dollars of new 
value; hence the total value will be 21,600 
dollars (19,200 dollars + 2,400 dollars = 21,600 
dollars). Using the symbols mentioned above 
the structure of this value is represented as 
follows: 19,200 c 4- 600 v + 1,800 m = 21,600. 

From this it is easy to calculate the value 
of 1 shirt. For this, we shall divide the total 
value of shirts (21,600 dollars) by the number 
of shirts produced daily (7,200). The value of 
1 shirt is 3 dollars. 

The Realisation of Surplus Value. As 

soon as the products are manufactured, the capi¬ 
talist delivers them to the market for wholesale 
or retail sale. The capitalist sells the products 
for a certain sum of money, equivalent to their 
value. In our example, the owner of the sewing 
factory will sell 7,200 shirts at the price of 
3 dollars a shirt. As a result, he will get 
21,600 dollars (3 dollars x 7,200 = 21,600 dol- 
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lars). Since the products were the capitalist’s 
property, the proceeds belong to the capitalist, 
too. The workers have nothing whatsoever to 
do with them. They have already received 
their wages as compensation for the commodity 
that they sold to the capitalist, to wit, their 
labour power. 

What will the capitalist do with this money? 
First, he will recoup his production expendi¬ 
tures. In the case of our sewing factory, these 
expenditures came to 19,200 dollars a day of 
constant capital and 600 dollars a day of variable 
capital. The capitalist extracts this amount from 
the proceeds in order to cover his production 
expenditures, 19,800 dollars. With gross proceeds 
at 21,600 dollars, the capitalist is left with 
1,800 dollars net. This is the money the cap¬ 
italist receives for selling the surplus value. It 
is precisely at this point that the surplus value 
created by the unpaid labour of the workers 
assumes the form of a definite sum of money 
that falls into the hands of the capitalist. The 
capitalist is the sole owner of this money. He 
has appropriated it and is free to do with it 
whatever he likes. Appropriating the surplus 
value, the capitalist is living on the labour of 
the hired workers. 

Surplus Value as the Goal of Capitalist 
Production. Appropriation of surplus value is 
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the ultimate goal of capitalist production, its 
prime mover. Capitalist production is carried 
out in order to gain surplus value, and the 
capitalist acts accordingly. Surplus value shapes 
the goals for the bourgeoisie and determines 
the development of capitalist production. As long 
as the capitalist gets a surplus value, it makes 
no difference to him what he is producing-shirts, 
nuclear reactors, machine-tools, or toothpaste. 
The only thing he does care about is that 
his production is profitable and satisfies his 
desire for material self-gain. 

The drive for surplus value knows no limits. 
The capitalist stops at nothing to gain and 
enlarge his surplus value. He makes his living 
by exploiting hired labour and drives the work¬ 
ers to create ever more surplus value. The more 
tangible the prospect of a surplus value, the more 
active, bold and ruthless the capitalist. Under¬ 
lining this the British trades union leader T. J. 
Dunning wrote: “Capital eschews no profit, or 
very small profit, just as Nature was formerly 
said to abhor a vacuum. With adequate profit, 
capital is very bold. A certain 10 per cent will 
ensure its employment anywhere; 20 per cent 
certain will produce eagerness; 50 per cent., 
positive audacity; 100 per cent will make it 
ready to trample on all human laws; 300 per 
cent , and there is not a crime at which it will 
scruple, nor a risk it will not run, even to the 
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chance of its owner being hanged.” 

The drive for surplus value determines the 
scale of capitalist production and the distribu¬ 
tion of the means of production and labour 
force among various sectors of the economy. 
It is an incentive for changing the structure 
of a capitalist economy, for expanding profitable 
industries and curtailing those where the pros¬ 
pects for gaining surplus value are for some 
reason diminishing. It is the starting point for 
setting up the production of a new commod¬ 
ity that promises extra profits to the capitalist 
entrepreneur. 

The drive for surplus value makes capitalists 
expand production and spend ever more on 
new machines, raw materials and labour power. 
Should production become unprofitable, the 
drive for surplus value will induce the capital¬ 
ist to close some of his enterprises and get 
rid of the workers for whom he has no use. 
Those workers whom the capitalist does no long¬ 
er need for gaining and increasing surplus value 
will lose their jobs and will come to know 
hunger and misery. If the commodities pro¬ 
duced by these workers do not promise high 
sales revenues, the capitalist will not sell them 
at all. And he won’t even think of giving 
them away to those in need. These products 
will be destroyed. 

The drive for surplus value stimulates the 
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introduction of new technology. This in turn 
increases revenue and stimulates the development 
of productive forces. Nevertheless, if the progress 
of technology threatens the capitalist’s gain, if 
it promises surplus value to his economic ri¬ 
vals, not himself, then the capitalist is the 
enemy of progress, of scientific innovation in 
production. In this case, he conceals new technol¬ 
ogy from others, keeps it in secrecy, impedes 
its propagation. He buys and shelves patents 
for new technology, for technological improve¬ 
ments, or scientific discoveries, thus sentencing 
them to obscurity. 

The drive for surplus value determines the 
development of capitalist production relations. 
With the growth in surplus value, the capitalists’ 
property, their capital, grows as well. Striving 
to increase their capital, the capitalists join forces, 
conclude advantageous agreements among 
themselves and set up monopoly associations. 
The capitalist looks for every opportunity to 
undermine, or, with luck, ruin his economic 
rival. The urge for self-gain makes him humbly 
ask for credit when he is short of money, or 
give credit —naturally, at interest-when he has 
a surplus. Honesty is cast to the winds. The 
capitalist enters into risky purchase and sale 
transactions and deceitful deals, speculates in 
goods and securities, in short, engages in the 
most unsavoury and revolting business ventures. 
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The continual ruthless exploitation of natural 
resources is highly detrimental to the environ¬ 
ment. Thus, the parasitical, predatory nature of 
capitalist production relations becomes ever more 
evident as they come to be increasingly anti- 
popular, inhumane, and contradictory to the 
requirements of social progress. 

The drive for surplus value is the compass 
orienting the capitalists to move in one direc¬ 
tion only: an offensive against the interests of the 
industrial workers and all the working people. 
Harsh as it is, the exploitation of the work¬ 
ers becomes even harsher as the capitalist seek¬ 
ing surplus value carries it to an extreme. 
He won’t stop until he has squeezed the last 
ounce of unpaid labour, until he has sucked 
the workers dry. The capitalist is not bothered 
in the least that the methods he employs are 
degrading, harm the worker’s health, or may 
cause his death. The worker’s personality, dig¬ 
nity, health, or life are not the capitalist’s 
concern. His sole concern is surplus value. 

The capitalist seeking surplus value does not 
stop at crime; he resorts to swindles, blackmail 
and bribery. The law has no meaning for him. 
He is eager to gain his surplus value, to become 
richer and stronger. For this, he will back the 
lowest political forces, encourage alcoholism, drug 
addiction, spiritual degradation. It makes him 
support the militarisation of the national eco- 
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nomy, the arms race, the growth of military 
expenditures. It is this that underlies the aggres¬ 
sive aspirations of the imperialist powers. Hence 
the threat of a new world war generated by 
imperialism. As the urge for surplus value begot 
colonial seizures, so today it inspires imperial¬ 
ist powers to neocolonialist ventures of all kinds. 
It is the key incentive that prompts the capi¬ 
talists in highly industrialised countries to turn 
their attention to the liberated countries in 
order to impose their own capitalist order in 
these countries, to exploit and plunder these 
nations and thus impede their economic devel¬ 
opment. 

Therefore, all developments in the capitalist 
economies are to a larger or lesser extent 
determined by surplus value as the goal, incen¬ 
tive, prime mover. The production of maxi¬ 
mum surplus value and its appropriation by 
the capitalists through exploitation of wage 
labour is the central economic law of capi¬ 
talism. As Karl Marx aptly defined it in 
Capital, “production of surplus-value is the 
absolute law of this mode of production”. 1 
This absolute law is the core of capitalist 
production; it determines its chief economic 


1 Karl Marx, Capital , Vol. I, Progress Publishers, 
Moscow, 1974, p. 580. 
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processes. The operation of this law aggra¬ 
vates the contradictions of capitalism. 

Capital and Surplus Value. Now that 
we know what surplus value is and what 
part it plays in the capitalist economy, we 
shall look into the substance of capital. We 
have discussed capital in the previous sections, 
defining it as money advanced by the capi¬ 
talist to buy the means of production and 
labour power and as the funds invested in 
the sewing factory. Besides its money form, cap¬ 
ital may be in many other forms. These may be 
coal mines, oilfields, factories, big farms, airports, 
banks, etc., etc. 

Bourgeois scholars, who substitute the form 
for the substance of capital, define it as the 
aggregate of the means of production. This 
definition suits them very well. Since the 
means of production is something that has 
existed throughout the entire history of mankind, 
they assert that capital is eternal. It existed 
in the primitive community and will exist 
in the distant future. Hence capitalism is said 
to be eternal and any attempts to fight it, 
futile. 

But we must not reduce capital to its 
external, material form. Behind it, whatever 
the form, lies the general economic nature 
of capital. 
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A factory, an oilfield, an airport, a farm, 
or any other capitalist property, is value. As 
distinct from values embodied in commodities, 
the value embodied in capital is able to self- 
expand in the course of production, producing 
surplus value. This happens because hired labour 
is linked to the means of production and 
exploited. 

Therefore, we may define capital as a self-ex¬ 
panding value that produces surplus value for 
the capitalist through the exploitation of hired 
labour. Capital embodies production relations 
between the capitalists and the proletarians: 
the capitalist owner of the means of production 
exploits hired workers producing surplus value 
for him. 

Different types of capital play different roles 
in the production of surplus value. Constant 
capital, as we have seen, is used to buy the 
material means of production. Its value does 
not expand in the course of production. It is 
transferred in fixed quantities to the finished 
products. Therefore, constant capital is only 
a condition for producing surplus value. It is 
an indispensable condition for, but not in itself 
the source of, surplus value. 

As for the value of variable capital, it does 
change in the course of production. Variable 
capital is expended in buying labour power. 
Hired workers who sell labour power create 
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new value that is sufficient to cover the capi¬ 
talist’s production expenditure and, in addition, 
to produce surplus value. Thus surplus value 
is an increment of variable capital. Only variable 
capital is able to produce surplus value due 
to the exploitation of hired labour. 

The assertions of some of the bourgeois 
economists that it is capital proper, the technol¬ 
ogy employed at the capitalist enterprise, that 
is the source of surplus value are ungrounded. 
They maintain that capital is a factor of 
production on a par with labour, and that just 
as labour generates wages so capital generates 
surplus value. Behind these assertions is the 
idea that the capitalist does not exploit his 
workers but receives an income rightly due 
him for the factor of production he owns, 
his capital, while the workers receive wages 
for the factor of production they own, their 
labour. 

The concept of “productivity” of capital 
does not draw a line between constant capital 
and variable capital, the production of use 
value and the production of value; it wrongly 
identifies capital only as a means of production 
and nothing more. 

There cannot be capital without surplus 
value and the exploitation of the working 
masses. Like any other person, the capitalist 
spends money on his family’s and his own 
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upkeep. As he is not a labourer, the only 
source he depends on for this is his capital. 
Without the surplus value his entire capital 
would, ultimately, be spent up on his own 
personal needs. 

Let us suppose that a certain capitalist owns 
capital of 100,000 dollars and gains surplus 
value of 20,000 dollars annually. If this capi¬ 
talist uses 20,000 dollars a year for his personal 
consumption, in 5 years he will have spent 
100,000 dollars, or his entire capital. That is, 
without the surplus value he would be left 
with nothing, all spent on personal consumption. 
Yet the capitalist makes up for his consumption 
expenditure with surplus value. In our case, in 
5 years it will equal 100,000 dollars, or the sum 
used by the capitalist for his personal consump¬ 
tion. In short, the capitalist can recoup the 
100,000 dollars advanced for his personal expen¬ 
diture from the surplus value created by the 
workers’ unpaid labour. In a similar fashion any 
and all capitals are totally reproduced in the 
course of a number of years due to the surplus 
value. 

Surplus Value and Competition. Capital 
expresses not only relations between the bour¬ 
geoisie and the proletariat but also certain 
economic relations among the capitalists them¬ 
selves. Seeking unlimited wealth, every capi- 




CREATION OF SURPLUS VALUE 


79 


talist wants to gain as much capital in as 
short a time as possible, and to outstrip other 
capitalists. The drive for surplus value sharp¬ 
ens the competitive struggle for more advan¬ 
tageous conditions of production, capital 
investment, market, and sources of raw mate¬ 
rials. 

Competition among capitalists is very intense 
both within the boundaries of one industry 
and among capitalists of different industries. 
All of them pursue the same goal-to gain 
maximum surplus value, to beat down rivals, 
ruin them, and seize their positions in the 
economy. 

Capitalists employ various ways and means 
to score success in competition. They seek to 
reduce the value of their products in order 
to ensure advantageous sale conditions and 
hence greater sales revenues. With this purpose 
in view, capitalists carry out certain measures 
to improve production, introduce novel technol¬ 
ogy, and raise the productivity of labour. This 
objectively contributes to the development of 
production and productive forces-a positive 
effect, it would seem. However, there is another 
side to the matter. In order to achieve a reduc¬ 
tion in output cost, entrepreneurs intensify exploi¬ 
tation of workers, speeding up the work process 
and reducing breaks. The number of employees 
is cut down to the minimum. Many get a sack 
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and their functions are shifted over to those 
who stay at the enterprise. 

In a bid to ruin their economic rivals, some 
capitalists, or groups of capitalists, launch ver¬ 
itable offensives against rival businesses. They 
block credit channels, beat down the prices 
of rival products, boycott them, force them 
out by building industrial shops or enterprises 
of their own producing identical products, etc. 
From the point of view of the interests of 
society all this is a waste of resources and 
harms the development of production as a 
whole. Some capitalists enter into secret agree¬ 
ments to divest their rivals of labour force, 
raw materials, energy and fuel sources. 

In an effort to force their rivals out of 
business and gain maximum profits, capitalists 
more often than not completely ignore con¬ 
sumers’ interests. The goal of the capitalist 
is to produce what his rival does not produce 
and to win away his customers. This accounts 
for a whole range of products outwardly hand¬ 
some while actually useless or even harmful to 
their owners: lipstick with beautiful shade and 
shape but which causes eczema, new “vitamins” 
causing stomach trouble, new remedies for 
arthritis which cause serious side effects, head¬ 
ache pills which, when taken by pregnant 
women, lead to the birth of retarded children. 
In the late 1960s, General Motors put out 
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Chevrolet cars with a faulty fitting of the 
engine. As a. result there were numerous ac¬ 
cidents all over the United States when the 
drivers lost control of the car going at full 
speed. Altogether, 6,700,000 cars of this kind 
were put out. 

In the struggle for the customers, capitalist 
businessmen spend heavily on advertising. The 
purpose of advertising is to persuade the public 
to buy goods, including those which they do 
not particularly need- in short, to draw at the 
customer’s purse. 

In the USA alone, over 50 billion dollars 
is annually spent on advertising. Advertisements 
take up from two-thirds to three-fourths of 
space in US periodicals. In one year, a US 
citizen listens to and views over 40,000 com¬ 
mercials over the radio and on television. 
The huge number of advertisements, in the 
form of printed notices, letters, or coupons, 
mailed to US customers, cost annually over 
200 dollars per person. Meanwhile, in 1980, 
the average income per capita for 800 million 
people in developing countries was registered 
as no more than 150 dollars. 

Rival firms widely practise the purchase and 
suppressing of patents and upcoming projects. 
Inventions and discoveries are shrouded in mys¬ 
tery. Another widely employed device is eco¬ 
nomic espionage. There are special departments 
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for this purpose, staffed with agents qualified 
for the job. They have at their disposal the 
latest electronic devices for watching, wire-tap¬ 
ping, and photographing. In the USA, such 
devices are put out by more than 40 firms. 
Another trick is stealing secret industrial in¬ 
formation committed to computer memory. 

If need be, capitalists employ the services 
of intelligence agencies. With direct CIA back¬ 
ing, US oil tycoons set up a wide network of 
economic espionage in Venezuela. US hire¬ 
lings in Venezuela obtained secret information 
on forthcoming changes in oil export prices. 
As a result, Venezuela lost, and US business¬ 
men gained, a total of over a billion dollars. 
In late 1983, the spies, headed by a CIA 
agent, were exposed and indicted. Citizens 
of developing countries are beginning to engage 
in economic espionage. Almost concurrently 
with the trial in Venezuela, a court in Amster- 
' dam, the Netherlands, pronounced judgement 
in absentia against a Pakistani citizen. He was 
found guilty of attempting to obtain classi¬ 
fied information on uranium enrichment tech¬ 
nology and sentenced to four years’ imprison¬ 
ment. 

As a countermeasure against economic intel¬ 
ligence and losses, many firms increase the 
spending on protection, install alarm systems, 
including electronic devices and even radars. 
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Firms set up special counter-spy departments 
filled by seasoned agents. A la guerre comme 
a la guerre! It is not without reason that 
Engels defined competition as a war of all against 
all and everyone, war to the death. 

As in a real war where violence is dictated by 
circumstances, economic competitors use arms, 
explosives, sabotage. Stubborn rivals are dealt 
with by hired mobsters who plan and carry 
out arson and accidents, steal documents, ruin 
production, and murder valuable workers. Com¬ 
panies that dig in their heels and refuse to 
budge in face of their mightier competitors 
must be prepared to have their industrial 
shops catch fire, store-houses blown to pieces 
or hit by other calamities caused by unknown 
reasons. 

Capitalists competing for higher profits are 
not reluctant to stoop to forgery, swindles, 
bribery, lies and extortion. As data collected 
by some US sociologists show, an average 
US businessman breaks the law so many times 
that he ought to be fined 31,500 dollars 
daily. Capitalists are like a pack of wolves 
wrangling over the prey —anytime ready to 
take each other by the throat. The great 
French author Emile Zola thus described the 
dog-eat-dog situation that develops under capi¬ 
talism: “In these battles for money, secret 
and vile, where the weak are disembowelled, 
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there are no longer bonds, kinship, or friendship, 
it is the cruel principle of the strong, who 
eat others or else they will be eaten them¬ 
selves.” 1 

In this competitive struggle the strong become 
even stronger while their weaker rivals grad¬ 
ually budge and eventually go bankrupt. In 
1979, the total number of bankruptcies in 6 ma¬ 
jor capitalist countries was registered at 58,000, 
while in 1982 the figure reached 102,000. 
The increase, however, varied from country 
to country: in the USA it was 3.4-fold, in 
Britain-2.7, in West Germany - a bit less than 
2-fold. Massive bankruptcies resulted in unem¬ 
ployment for nearly one million people in the 
USA and 450 thousand in West Germany. 


1 Emile Zola, Vargent , Francois Berncuard, Paris, 
1928, pp. 339-40. 






Chapter Four 


THE MASS AND RATE OF SURPLUS 
VALUE 


The Mass of Surplus Value. 

In seeking for unlimited self-gain 
capitalists continually increase the 
scale and intensity of exploitation 
of the wage workers. In order 
to realise the goal of capitalist 
production they compel workers to 
give them increasingly greater 
amounts of unpaid labour. The 
result is a constant growth of 
the mass of surplus value, i. e., 
the total amount of surplus value 
created by the wage workers and 
appropriated by the capitalists. 
The mass of surplus value is the abso¬ 
lute size of surplus value, and the 
indicator of the absolute magni¬ 
tude of capitalist exploitation and 
its absolute result for the bour¬ 
geoisie. 
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The mass of surplus value produced at a cap¬ 
italist enterprise is calculated as an aggregate 
of the surplus value created by all the wage 
workers of the given enterprise. The bigger the 
enterprise and the number of exploited wage 
workers, the bigger the surplus value derived 
by the capitalist owner of the enterprise. 

At a sectoral level, the mass of surplus value 
is calculated as an aggregate of the surplus 
value produced by all the enterprises of the 
given sector. Nationally, it is the aggregate sur¬ 
plus value produced by all the sectors of the 
national economy. 

Since surplus value is produced over a cer¬ 
tain period, the mass of surplus value is calcu¬ 
lated for a day, a month, or a year. 

The mass of surplus value appropriated by the 
capitalists is enormous. For example, in- 1981 
Exxon’s gross income reached the impressive 
figure of 34.2 billion dollars; IBM’s-17 bil¬ 
lion; Philip Morris’s—3.1 billion; Caterpillar 
Tractor’s-2.2 billion dollars. Meanwhile, the 
gross national product in 68 (of the 90) Afri¬ 
can and Asian countries is less than 10 billion 
dollars; in 37 developing countries it is less 
than one billion. 

In the framework of a national economy, 
the mass of surplus value may reach a stagger¬ 
ing amount. In the USA, for example, it was 
1.8 trillion in 1979. 
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The Growth of the Mass of Surplus 
Value. By comparing the mass of surplus value 
obtained by capitalists over the years, it has 
been established that there is only one tenden¬ 
cy, that of steady growth. 

This tendency can be clearly traced in the 
development of the US manufacturing industry, 
a major sector of the US national economy. 
In 1849, it produced 227 million dollars’ worth 
of surplus value. This figure continued to grow 
and in 1889, that is forty years later, it reached 
2.2 billion-a 870 per cent increase, a genuine 
gold mine for the captains of Big Business. 

In the next forty years, the production of 
surplus value grew at a more or less similar 
rate. In 1929, the wage labour of the manu¬ 
facturing industry produced 21.2 billion dollars’ 
worth of surplus value, a 860 per cent increase 
as compared to the 1889 level. 

Immediately before and after the Second 
World War, the mass of surplus value grew at 
an even faster rate. In 1969, the total amount 
of surplus value produced by the US manufac¬ 
turing industries reached 246.2 billion dollars. 
That is, the mass of surplus value had grown 
11.6 times as compared to 1929. 

As we have seen, in 1969, at the end of the 
120-year period under review, the US manufac¬ 
turing industry produced 1,084 times more sur¬ 
plus value than in 1848. But the capitalists did 








88 


What Is Surplus Value? 


not stop at that. Lured by a promise of incal¬ 
culable profits, in the 1970s they substantially 
stepped up the rate of surplus value growth. 
The result, as calculated by the prominent US 
economist Victor Perlo, was the record figure 
of 539 billion dollars registered for the US manu¬ 
facturing industry in 1980. 

The mass of surplus value appropriated by 
biggest capitalists grows fastest; their leading 
position in the economy ensures them the high¬ 
est profits. This is clearly demonstrated by 
figures indicating the growth in the mass of 
surplus value in the years 1970-1980. Over that 
time, the entire mass of surplus value produced 
by the US manufacturing industry grew roughly 
2.2 times. Over the same period, the aggregate 
net profit of 500 major industrial US corpora¬ 
tions increased from 21.6 to 81.2 billion, or 
3.8 times-the tangible difference in favour of 
the biggest and mightiest capital-holders. The 
more rapid growth of bourgeois monopoly in¬ 
come proves the increasingly parasitical nature 
of contemporary capitalism. 

An appreciable growth in the mass of surplus 
value and other unearned incomes is registered 
in other capitalist countries, too. In Britain, the 
profits derived by capitalists grew from 1 billion 
pounds sterling in 1938 to 2.9 billion in 1950 
and to 24 billion in 1980. From 1950 to 1980, 
total capitalist profits grew 25 times in Japan, 
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12 times in France, and 9 times in West 
Germany. 

Increase in the Number of Wage Workers. 

The mass of surplus value appropriated by the 
capitalists grows largely due to the growing 
number of wage workers. The more workers are 
exploited by the capitalists, the more surplus 
value is produced. 

Capital created the first contingents of wage 
labour in the period of primary accumulation. 
Since then, their numbers have been steadily 
growing. As more and more hands were needed 
to produce surplus value, the ranks of wage 
labour were joined by members of the worker’s 
family women, children, and old people. There 
has also been a steady inflow of landless peas¬ 
ants and bankrupt artisans, as well as of immi¬ 
grant workers seeking employment at capitalist 
enterprises. 

In the middle of the 19th century, the total 
number of wage labour in the capitalist coun¬ 
tries was 9 million, in 1900, 82 million, and in 
1950, 300 million; their numbers continue to 
grow. According to the data for the early 1980s, 
the working class of all non-socialist countries 
embraces 515 million people, or 57 times more 
than in the 1850s. 

Rapid growth rates have also been registered 
for individual countries. In the USA, the num- 
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ber of workers engaged in industrial production 
and transportation increased from 1.8 million 
in 1859 to 6.8 million in 1899. In 1981, they 
numbered 100.3 million. In Germany, the num¬ 
ber of industrial and transportation workers was 
700 thousand in 1848 and 11.6 million in 
1907. In 1981, the total number of wage 
labour in West Germany reached 23.4 million 
people. The numbers of wage workers have been 
growing rapidly in developing countries, too. 
At present, 217 million people in the developing 
countries are wage workers. 

The Rate of Surplus Value. As the number 
of exploited wage workers increases, so does the 
intensity of their exploitation by capital. The 
former extends the scale of capitalist exploita¬ 
tion, while the latter makes it ever harsher. By 
intensifying exploitation, the capitalist forces the 
worker to create more surplus value and give 
away more unpaid labour. In other words, an 
increase in the number of workers is the exten¬ 
sive factor and an increase in the intensity of 
exploitation, the intensive factor in the growth 
of the mass of surplus value. 

The indicator of the degree of capitalist exploi¬ 
tation is the rate of surplus value. It determines 
the relative surplus value. 

We have learned earlier in this book that it 
is variable capital that is used for hiring labour 
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force whose functioning creates the equivalent 
of the value of labour power and surplus value 
over and above that. Consequently, relative 
surplus value should be calculated not taking 
into account the entire capital but only its 
variable part. 

So, the rate of surplus value is the ratio of 
surplus value to variable capital, expressed as a 
percentage. The rate of surplus value is usually 
designated as m '. Thus: 

m' = m/v x 100. 

The rate of surplus value expresses the degree 
of exploitation. It shows which part of the newly 
created value is equivalent to the value of the 
worker’s labour power and which part is equiv¬ 
alent to the surplus value he produced. The 
higher the rate of surplus value, the bigger part 
of the newly created value is appropriated by 
the capitalist and the higher the degree of ex¬ 
ploitation. 

Let us see how the rate of surplus value is 
calculated. In our example of a sewing factory, 
the capitalist spends 2 dollars of his variable 
capital to hire one worker {v — 2). By exploit¬ 
ing this worker he gets 6 dollars’ worth of 
surplus value (m = 6). Thus, m' = m/v x 100 = 
6/2x 100 = 300%. That means that the rate 
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of surplus value is 300 per cent. The share of 
surplus value in the newly created value is three 
times that of the equivalent of the value of 
labour power. Or, out of every four dollars 
created by the worker, the worker is paid one 
while the capitalist takes three. 

Calculations for the entire enterprise give us 
the same result. Since the variable capital ad¬ 
vanced daily is 600 dollars (v = 600), and the 
surplus value is 1,800 dollars (m = 1,800), 

rri = 1800'600 x 100 = 300%. 

The rate of surplus value may be expressed 
as the ratio of surplus labour to necessary la¬ 
bour, for, as we have seen, the equivalent of the 
value of labour power is created by necessary 
labour, and surplus value-by surplus labour. 
Thus, the rate of surplus value may be expressed 
as follows: 

rri = ml v x 100 = surplus labour/necessary la¬ 
bour x 100. 

Since necessary labour is measured by ne¬ 
cessary labour time, and surplus labour by 
surplus labour time, the rate of surplus value 
may also be expressed as follows: 

m' = m/v x 100 = surplus labour time/necessary 
labour time x 100. 
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In our example, 2 hours is the necessary 
labour time and 6 hours is the surplus labour 
time. If we use the above formula to calculate 
the rate of surplus value, we shall arrive at the 
same figure as if we calculated it accord¬ 
ing to the value of variable capital and surplus 
value: 

m! = 6 hours/2 hours x 100 = 300%. 

Thus calculated, the rate of surplus value 
graphically indicates the proportion of necessary 
and surplus labour time, in other words, shows 
which part of the working day the worker works 
for himself and which part for the capitalist. 
In our example the rate of surplus value shows 
that the worker works for the capitalist three 
times as much as for himself. 

The Growth of the Degree of Exploita¬ 
tion. As capitalism develops, the rate of surplus 
value steadily increases, for the capitalists seek 
a constant increase in surplus value. 

This is convincingly demonstrated by data 
pertaining to the development of the US man¬ 
ufacturing industry. 

As mentioned earlier, in 1849 this industry 
produced 5 227 million worth of surplus value, 
while the variable capital was 237 million dollars. 
Thus, the rate of surplus value was 96 per 
cent [m! = 227/237 x 100 = 96%). 
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During the next forty years, the rate of surplus 
value grew a little less than 1.3 times-to reach 
122 per cent in 1889. 

In 1889-1929, the rate of surplus value grad¬ 
ually increased. By 1929, it had grown 1.5-fold, 
as compared to the 1889 level, and reached 
184 per cent. 

In the years before and especially after the 
Second World War capital stepped up its offen¬ 
sive against the proletariat. This was manifested 
in the increasing growth of the rate of surplus 
value. In the forty years from 1929 to 1969, 
the rate of surplus value grew 1.7 times to 
reach 314 per cent. 

The rate of surplus value continued to in¬ 
crease in the 1970s. In 1974, it was 328 per cent. 
Thus, the rate of surplus value grew 3.4 times 
over the 125 years from 1849 to 1974. These 
are frightful dynamics! They imply that while 
in the middle of the last century the American 
industrial worker worked 50 per cent of his work¬ 
ing day for the capitalist, a contemporary worker 
works 77 per cent of the working day produc¬ 
ing surplus value for the capitalist, which goes, 
in fact, for the satisfaction of the latter’s para¬ 
sitic desires. 

The degree of exploitation in other capitalist 
countries likewise tends to increase, growing at 
an ever faster rate. 

In Britain, the rate of surplus value grew 
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from 170 per cent in 1938 to 238 per cent 
in 1963. In France, the figure was 162 for 1938 
and 315 for 1952. In West Germany, the rate 
of surplus value reached 238 per cent in 1974, 
as compared to 162 per cent in 1950. 

The degree of exploitation in developing 
countries is 1.5-2 times greater than in deve¬ 
loped capitalist countries, and sometimes even 
higher. 

Connection Between the Mass and the 
Rate of Surplus Value. The mass and the 
rate of surplus value are intimately related. 
Since the rate of surplus value is calculated as 
the ratio of surplus value to variable capital 
multiplied by 100, it is directly proportional to 
the mass of surplus value and inversely pro¬ 
portional to the size of variable capital. Other 
things being equal, the bigger the mass of sur¬ 
plus value, the higher the rate of surplus value. 

Assuming that the worker in our example 
produced not 6 but, say, 12 dollars’ worth of 
surplus value a day, its rate will be 12/2 x 100 = 
600%, or twice as much as when surplus 
value is 6 dollars. 

If in' = m/v, then m = m! x v, that is, the mass 
of surplus value is directly proportional to the 
rate of surplus value and to the size of variable 
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capital. The bigger the variable capital advanced 
by the capitalist, the higher the rate of the 
surplus value obtained and the degree of exploi¬ 
tation, the bigger the mass of surplus value and 
hence the capitalist’s wealth. 

At any given moment the size of capital is 
limited. The capitalist cannot expand his capital 
at whim. For this, he must either find an 
extra source of revenue or secure a large loan, 
which is not the simplest thing to do. As the 
capitalist cannot secure a substantial increase 
in the mass of surplus value by expanding his 
variable capital, he seeks to increase the rate of 
surplus value. There are practically no limits 
to that. Therefore, he continually steps up the 
degree of exploitation of the wage worker, forc¬ 
ing the latter to work more and more inten¬ 
sively for the selfish interests of capital. 



Chapter Five 

HOW CAPITALISTS 
INCREASE SURPLUS VALUE 


An increase in the degree of 
exploitation means that the wage 
worker works less for himself and 
more for the capitalist. Due to 
this, the proportion of surplus 
labour wrung from the worker 
steadily increases, while the pro¬ 
portion of necessary labour di¬ 
minishes. This is the basis for 
the growth of the mass of surplus 
value. 

The capitalist employs a wide 
range of ways and means in or¬ 
der to intensify exploitation and 
thus to increase surplus value, 
all of them brutal and inhuman. 
They are based on the domina¬ 
tion of capital and promote its 
interest, while worsening the po¬ 
sition of the working class. 
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Absolute Surplus Value. The first and 
simplest way to intensify capitalist exploitation 
is to extend the working day. This lengthens 
surplus labour time and so increases the amount 
of surplus labour. The more surplus labour is 
put in, the more surplus value is created. 
And so, by extending the working day the 
capitalist increases the mass and the rate of 
surplus value. 

Let us assume that originally the working 
day was 10 hours, the necessary labour time 
was 5 hours and the surplus labour time 
was also 5 hours. This can be depicted in 
a simple diagram: 

work day 

10 houn 

i_ 


5 hours 5 hours 

necessary labour time surplus labour time 



Let us also assume that during one hour 
the worker creates value equal to 2 dollars. 
It means that during the necessary time he 
produces the equivalent of the value of his 
labour power equal to 10 dollars (v = 2 dol¬ 
lars x 5 hours = 10 dollars). During the surplus 
time he produces a surplus value equal to 10 
dollars (m = 2 dollars x 5 hours = 10 dollars). 
Thus, the rate of surplus value is 100 per 
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cent ( m' = m/v x 100 = 10/10 x 100 = 100%). 

If the capitalist, trying to obtain additional 
surplus value, increases the working day by two 
hours, making it 12 hours in all, the ne¬ 
cessary labour time will be 5 hours as before, 
while the surplus labour time increases to 7 
hours (5 hours + 2 hours = 7 hours). Graphi¬ 
cally this can be depicted as follows: 



work day 
12 hours 


5 hours 

necessary labour time 


7 hours 

surplus labour time 


Now the worker works for the capitalist not 
5 hours but 7 hours. Consequently, he pro¬ 
duces not 10 but 14 dollars of surplus value. 
The mass of surplus value has increased by 
4 dollars or 1.4 times. 

Likewise, the rate of surplus value has in¬ 
creased by 40 per cent ( m' = m/v x 100 = 
14/10 x 100 = 140%). 

As we have seen, by extending the working 
day the capitalist can increase the production 
of surplus value. Additional surplus value is 
created as a result of an absolute increase 
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in the wage worker’s labour expenditure, of 
an absolute increase in the expenditure of his 
labour power during an extended working day. 
The more abstract labour is expended and the 
more labour power is used up, the more 
value is produced. 

The surplus value produced by an absolute 
lengthening of the working day and hence by 
an absolute increase in labour power expendi¬ 
ture is called absolute surplus value. 

The production of absolute surplus value is 
the core of capitalist exploitation. Any surplus 
value is the result of the working day extend¬ 
ed beyond the boundaries of the necessary 
labour time. It is such an extension of labour 
time that brings about and increases the surplus 
labour which creates surplus value. 

This way of securing more surplus value is 
the simplest and easiest. It does not require 
any special production technology or labour 
organisation techniques. The only requirement 
to achieve it is economic power, the economic 
power of capital over wage labour. That is 
why this method was employed by capital 
even in the earliest stages of capitalist 
development, when the capitalists had no 
other means of increasing surplus value at their 
disposal. The production of absolute surplus 
value was for them the chief method to in¬ 
crease exploitation. 
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The Working Day and Its Limits. As 

regards the length of the working day, the 
interests of the capitalist and the wage worker 
are antagonistic. The capitalist will try to length¬ 
en the working day as far as possible beyond 
the necessary labour time in order to obtain 
more surplus value, while the worker will 
fight for making his working hours as few as 
possible. The capitalist’s ideal is a 24-hour 
working day, something that cannot be achieved 
however harsh the exploitation. There are 
certain limits to the working day, which can¬ 
not be disregarded. These limits are set by 
two factors. 

First. A person needs time to satisfy his 
or her physical needs in order to maintain 
and restore his fitness for work, his vital 
force. He must have time to rest, sleep and 
eat. He also requires clothing and shelter, 
which he must have time to keep clean and 
warm. His other physical needs must be met, 
too, or he will die. To satisfy all these needs, 
the worker should be given certain time off 
work. The time a person needs to sustain his 
life and restore his ability to work cannot 
be made a part of the working day; it cannot 
be appropriated by the capitalist. The length 
of this time sets a physical limit to the length 
of the working day. 

Second. There are also moral, or socially 
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imposed, limits. A worker must have time to 
satisfy his intellectual and social needs. He 
requires time to read, listen to the radio, watch 
TV, go to the cinema, meet people, etc. 
The volume and choice of means to satisfy 
these needs differ from country to country; 
they depend on the country’s development, 
its cultural level, and the conditions under 
which its working class was formed. So far, 
workers in developed capitalist countries have 
a greater set of requirements than workers in 
developing countries. 

The working day, as we have seen, cannot 
be increased indefinitely. Likewise, there is a 
limit to its reduction: it cannot be shortened 
to equal the necessary labour time, for in this 
case the capitalist would not derive surplus 
value and hence would not advance capital 
to organise production. 

The actual length of the working day depends 
on the correlation of forces between the work¬ 
ing class and the class of capitalists, and 
is the outcome of their struggle over the dura¬ 
tion of the working day. 

The Struggle over the Length of the 
Working Day. The capitalist trying to extract 
more surplus value will stop at nothing in 
order to extend the length of the working 
day. Once the balance of forces is in his 
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favour, the capitalist will try to break not only 
social but even purely physical limits to the 
working day. 

Already at the earliest stages of capitalist 
production, the bourgeoisie used state power 
broadly to procure the enactment of special laws 
on the lengthening of the working day. The 
object of these laws was to make the labourers 
work the maximum of hours for the capitalists. 
The very first labour statute, issued by the 
English King Edward III in 1349, ruled that the 
working day begin at 5 o’clock in the morning 
and end at 7 or 8 o’clock in the evening 
with three one-hour breaks. The actual length 
of the working day was thus set at 11 or 
12 hours. A 1496 statute confirmed the order 
established by the 1349 statute. A 1562 statute, 
issued by Queen Elizabeth, shortened the 
break-time from 3 to 2-2.5 hours, thus extend¬ 
ing the actual length of the working day. 

The absolute surplus value thus enhanced still 
did not satisfy the bourgeoisie. Therefore, the 
bourgeoisie continued to lengthen the working 
day throughout the 17th and 18th centuries 
by exerting economic pressure on the workers. 
As a result, the working day at many English 
factories and workshops reached the monstrous 
length of 16-18 hours by the end of the 18th 
century. 

As the proletariat grew and became more 
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organised and politically conscious, it stubborn¬ 
ly struggled for shorter working hours. The 
bourgeoisie had to retreat. A number of laws 
were issued to shorten the working day. The 
first such law was issued in England in 1833; 
it set maximum hours of work for children 
up to 13 years of age at 8 hours and for 
teenagers (aged 13 to 18) at 12 hours. The 
1844 factory law set maximum hours of work 
for women at 12 hours. In 1847, these laws 
were revised once more and the length of 
the working day for women and teenagers was 
reduced to 10 hours. 

As the struggle of the working class unfold¬ 
ed, the bourgeoisie was forced to make fur¬ 
ther concessions. In 1901, the limits set on the 
length of the working day were applicable 
to all categories of British workers. New reg¬ 
ulations set maximum hours of work for adult 
male workers at 12 hours on weekdays and 

5.5 hours on Saturdays (a weekly total of 

65.5 hours). Women and teenagers worked 56.5 
hours a week. Subsequently, a number of other 
labour regulations were promulgated in England 
as well as in other countries. Prior to the 
First World War, a 10-hour working day was 
established in most of the industrially devel¬ 
oped capitalist countries. 

The Great October Socialist Revolution es¬ 
tablished an 8-hour working day in Russia; 
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due to this and to the growing struggle of the 
workers in other countries for their rights, the 
bourgeoisie had to give in. In 1919, repre¬ 
sentatives of a number of bourgeois countries 
met in Washington to sign an international 
agreement establishing an 8-hour working day. 
It is true that not all governments recog¬ 
nised this agreement. However, in time, an 8-hour 
working day was introduced in many of the 
industrialised capitalist countries. 

This initiated a new stage in the struggle 
over the length of the working day. In 1936, 
after the rise in the workers’ movement and 
the formation of the Popular Front government, 
the law on a 40-hour working week was passed 
in France. Subsequently, a 40-hour work¬ 
ing week was adopted in the USA and in 
a number of other countries. In January 1982, 
a new statute was enacted in France, estab¬ 
lishing a shorter working week (39 hours). 

The laws providing for a shorter working 
day are a significant achievement scored by 
the working class in its struggle against the 
bourgeoisie. However, in their drive for ab¬ 
solute surplus value, capitalists disregard these 
laws even today. They manage to get around 
the limitations imposed by these laws, and 
ttiake the workers put in more work than 
established by law. In 1980, the actual length 
of the working week in the manufacturing in- 
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dustry was 43.8 hours for Switzerland; 41.9, 
for Britain; 41.6, for West Germany; 41.2, 
for Spain and for Japan, and 39.7, for 
the USA. 

The working week is even longer in the 
developing countries, from 45 to 56 hours. 
In Africa, the average length of the working 
week is 47 hours, and in Asia 48 hours. As 
to individual countries, in 1980 the working 
week was 53.1 hours in the South Korean 
manufacturing industry; in Burundi it was 49, 
in Singapore-48.6, and in the Republic of 
South Africa -48.4 hours. 

One method of extending the length of the 
working day and thus increasing the production 
of absolute surplus value is overtime work, 
which is used on a wide scale both in in¬ 
dustrially developed capitalist countries and in 
young developing states. It is a regular thing 
in war industries, where even the workers’ 
basic rights are sacrificed in the interests of 
militarism. A source of additional profit for 
the owners, overtime has a very bad effect 
on the workers, overstraining and exhausting 
them, ruining their health, and causing industrial 
injuries. 

Intensification of Labour. Although capi¬ 
talists try to evade the legal limits on the 
length of the working day, they are none- 
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theless somewhat hampered by these limits in 
their desire to use all the opportunities to 
secure extra surplus value by increasing the 
absolute labour input, the absolute expenditure 
of labour power. The capitalist is not content 
until he has drained the worker of his last 
drop of strength, until he has exhausted all 
the worker’s labour power. To act otherwise 
would be incompatible with his constant urge 
for self-gain. That is why the capitalist conti¬ 
nually increases the intensity of labour in or¬ 
der to make the worker expend to the utmost 
his physical and mental powers without ex¬ 
tending the length of the working day. 

Intensification of labour means speeding up 
the pace of work. The output is increased 
through raising labour intensity, i. e., by the wor¬ 
ker putting in more labour per unit of labour 
time, by his spending more labour power. The 
working day is, as it were, condensed, with no 
respite allowed. The capitalist makes sure that 
the worker works for him every single moment 
of the working day. Like a longer working day, 
higher labour intensity increases the absolute 
expenditure of labour, the absolute expen¬ 
diture of labour power. The only difference is 
that in the former case the increase is achieved 
during additional hours of work, while in the 
latter case the same results are reached by 
raising labour power expenditure over every 
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single hour of the working day. 

Labour intensification means that more ab¬ 
solute mass of labour is used every hour; 
hence more labour is embodied in the output 
and more value is produced. Let us see how 
these changes influence the production of sur¬ 
plus value. As in the previous example, let 
us assume that the length of the working 
day is 10 hours, the value of labour power 
10 dollars, and the value created by the work¬ 
er during one hour 2 dollars. Assuming that 
labour intensity has increased 1.5 times, the 
worker now produces 1.5 times more value per 
hour, or 3 dollars. Now the value of labour 
power is reproduced not over 5 hours, as be¬ 
fore the increase in labour intensity, but over 
37a hours (10:3 = 373). This is the necessary 
labour time. The surplus labour time in this 
case is 6 2 / 3 hours (10 hours-373 hours = 6 2 / 3 
hours). During the surplus time the worker 
creates 20 dollars worth of surplus value (3 
dollars x 6 2 / 3 hours = 20 dollars). This can be 
depicted in the following simple diagram: 

work day 

10 hours 


3 1/3 hours 6 2/3 hours 

necessary labour time surplus labour time 
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Let us now see what the capitalist has 
gained through labour intensification. Prior to it, 
he extracted 10 dollars in surplus value. Due to 
labour intensification, this figure has doubled. 
Hence the rate of surplus value has increased by 
100 per cent (rri = m/v x 100 = 10/10 x 100 = 
100%), from 100 per cent to 200 per cent 
[m = 20/10 x 100 = 200%). 

The substantial increase in the mass and rate 
of surplus value is due to two important fea¬ 
tures that the intensification of labour has in¬ 
troduced into the production of surplus value. 
First, the worker produces the equivalent of 
the value of his labour power in a shorter 
time because of his higher labour intensity. 
The necessary labour time is decreased and 
the surplus labour time is accordingly increased: 
the worker now spends more time work¬ 
ing for the capitalist. Second, the worker pro¬ 
duces more surplus value in every hour of 
the surplus labour time. Hence both the mass 
of surplus value produced per hour of the 
surplus labour time and the length of the sur¬ 
plus labour time have increased. In other words, 
the capitalist derives huge profits from raising 
the intensity of workers’ labour; that is why 
he goes on raising labour intensity in total 
disregard of consequences which may bear on 
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the workers’ health, on their physical and men¬ 
tal powers. 

What methods does the capitalist use to 
achieve intensification of labour? He forces the 
workers to work faster, fulfil more production 
operations in the given time; he also reduces 
or eliminates altogether the breaks in produc¬ 
tion cycles. For the same purpose he installs 
more machine-tools and lathes to be operated 
by each single worker, accelerates the pace of 
work, the speed of conveyor belts, etc. Capi¬ 
talist entrepreneurs establish increasingly higher 
quotas and apply chronometric control on an 
ever wider scale. 

Old machinery, suitable to moderately inten¬ 
sive labour, is replaced by machinery and equip¬ 
ment that require a maximum effort on the 
part of the workers (such as a semi-automatic 
pipe-manufacturing machine installed at one 
of the Italian factories, whose operator has 
to make fourteen moves every two seconds). 
Computers and television are used increasingly 
to control and sustain the growing work tempo. 
For example, electronic facilities provide for max¬ 
imum work load and for nonstop work of the 
personnel at Chrysler and Westinghouse Elec¬ 
tric. 

At present, the intensity of physical labour 
has reached the physiological limit at many 
industrial enterprises in capitalist countries. At 
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the same time, under the current scientific 
and technological revolution, nervous energy 
expenditures, rather than purely physical effort, 
are of increasing importance. A contemporary 
worker has to operate more machines, control 
more instruments, and promptly respond to ra¬ 
pidly changing technological situations. He has 
to make many decisions on his own, often 
in emergency situations. As a result, the work¬ 
er is emotionally overburdened. Constant ner¬ 
vous and mental strain has disastrous effects 
for the worker’s health, wears him out, and 
often leads to mental illnesses. 

The workers steadily oppose both the ex¬ 
tension of the working day and intensification 
of labour. Workers come out against the capi¬ 
talist-type rationalisation that results in physio¬ 
logical and mental overstrain; they demand 
optimal work conditions and health care. 


Relative Surplus Value. Since workers stub¬ 
bornly resist all the capitalists’ attempts to 
accelerate the production of surplus value by 
increasing the absolute expenditure of labour 
power, the capitalists resort to other, more sub¬ 
tle, methods of extracting unpaid labour, to 
Vv it, by changing the ratio between neces- 
s ary and surplus labour within the framework 
°f the given working day and thus greatly 
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increasing both the mass and the rate of sur¬ 
plus value. 

Let us proceed from the example we dis¬ 
cussed in the preceding chapters: the working 
day = 10 hours, the value of labour power = 10 
dollars, the value created by the wage worker 
during one hour = 2 dollars, necessary time = 
5 hours, and surplus time = 5 hours. 


work day 
10 hours 


l .VL 1 - 5‘V'V.i- M, *! 

. 


5 hours 

necessary labour time 


5 hours 
surplus labour time 



Assuming that the necessary labour time 
has been curtailed from 5 to 4 hours, the 
surplus labour time (given the 10-hour working 
day) will be 6 hours. Graphically this can 
be expressed as follows: 



How will the capitalist profit by the ex¬ 
tended surplus time? During 6 hours of sur- 
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plus time the worker will create 12 dollars of 
surplus value (2 dollars x 6 = 12 dollars), so 
the capitalist will gain 2 more dollars of sur¬ 
plus value. The total mass of surplus value 
will grow 1.2 times (12 dollars: 10 dollars = 
1.2). The rate of surplus value will increase 
accordingly: m'= surplus time/necessary time = 
6 hours/4 hours x 100 = 150%, a 1.5 increase 
(150% : 100% = 1.5). 

So, a greater proportion of surplus time 
intensifies exploitation and increases the mass 
of surplus value. The surplus value produced 
by reducing necessary labour time and corre¬ 
spondingly increasing surplus labour time is 
called relative surplus value. 

How does the capitalist go about reducing 
necessary labour time? There is only one way-to 
reduce the value of labour power. In our 
example, a reduction of necessary labour time 
from 5 to 4 hours is possible only on the 
condition that the value of labour power is 
reduced from 10 to 8 dollars. The equivalent 
of labour power, 8 dollars, is produced during 
4 hours of labour time (8 dollars : 2 dollars = 
4 hours). 

The value of labour power, as we have 
learned, is determined by the value of the 
worker’s and his family’s livelihood. There- 


8 1050 
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fore, the reduction of the value of labour 
power under the given conditions is only pos¬ 
sible by reducing the aggregate value of all 
commodities consumed by the worker and his 
family. As the value of commodities is in in¬ 
verse proportion to the productivity of labour, 
it is only possible to lower the value of the 
worker’s livelihood, and hence the value of his 
labour power, by raising labour productivity 
in the corresponding industries. 

This is the basis for the production of rel¬ 
ative surplus value: it is rooted in the growth 
of the social productivity of labour. Since the 
capitalists use this growth in their own nar¬ 
row class interests, they are able to step up 
the degree of exploitation and so appropriate 
more surplus value. 

Summing up, we can describe the economic 
mechanism of the production of relative surplus 
value, in the successive stages, as follows: 

First. Labour productivity rises in those in¬ 
dustries which provide for the worker’s (and 
his family’s) livelihood, primarily those that 
manufacture goods consumed by the workers 
and the means of production used for the 
production of these consumer goods. 

Second. Higher labour productivity in the 
industries in question makes for a lower value 
of the worker’s (and his family’s) means of 
existence. 
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Third. The lower the value of the worker’s 
means of existence, the lower the value of 
his labour power. 

Fourth. As the value of the worker’s labour 
power decreases, less time is needed to pro¬ 
duce its equivalent in the process of production; 
in other words, necessary labour time is re¬ 
duced. 

Fifth. Given a working day of fixed length, 
less necessary labour time means more surplus 
labour time. 

Sixth. More surplus labour time means that 
the worker works for the capitalist more than 
previously and thus puts in more surplus la¬ 
bour. 

Seventh. The higher labour input produces 
more surplus value, all of which goes to the 
capitalist. 

Surplus Value and Growth in Labour 
Productivity. Since growth in labour produc¬ 
tivity brings about an increase in surplus value, 
the capitalist seeks to raise the productivity 
of labour-as long as this is profitable. His¬ 
torically, there are three principal stages in the 
growth of labour productivity under capitalism: 
simple capitalist cooperation, division of labour 
and manufacture, and machine production and 
large-scale industry (discussed at length in Chap¬ 
ter Two). 
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At the stage of machine production higher 
labour productivity is achieved by effecting 
improvements in equipment, production tech¬ 
nology and labour organisation, and by rais¬ 
ing the skill of the labour force; it is ac¬ 
companied by the capitalists using scientific 
and technological achievements in their own 
interests and by a further offensive on the in¬ 
terests of the working class. 

The capitalists’ drive for surplus value leads 
to increasing labour productivity at all stages 
of capitalist development. Throughout these 
stages, the rate of the growth of labour pro¬ 
ductivity does not slow down, but, rather, 
tends to accelerate. That means that the pro¬ 
duction of relative surplus value grows on 
an expanded scale. To illustrate this: in the USA 
the output per industrial worker increased 
1.7 times in 1859-1899, 2.2 times in 1899- 
1939, and about 3.8 times in 1939-1979. There 
were similar rates of growth in labour pro¬ 
ductivity in other capitalist countries as well. 
From 1950 to 1980, it increased 11 times in 
Japan, 5 times in Italy, 4 times in the FRG, 
3.6 times in France, and 2.5 times in 
Britain. 

In developing countries, labour productivity 
has increased appreciably, too. 

Growth in labour productivity creates im¬ 
mense opportunities for improving people’s 
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welfare, education and culture, and for rid¬ 
ding mankind of disease. It opens up new 
prospects for steady social progress and for 
more developed countries rendering help to less 
developed ones. Capitalism, however, precludes 
such use of all these opportunities which stands 
in opposition to its vested interest-to use growth 
in labour productivity as a means for enriching 
the capitalists by increasing surplus value. 

Excess (Extra) Surplus Value. By raising 
labour productivity capitalists not only gain 
relative surplus value, but also appropriate ex¬ 
cess (extra) surplus value. 

Excess surplus value is that obtained by 
an individual capitalist due to the difference 
between the social value of commodities and 
their individual value at the enterprise belong¬ 
ing to that particular capitalist. This differ¬ 
ence is a result of the higher-as compared 
to the average-labour productivity prevalent 
at the enterprise in question. 

In the example we have already cited in this 
chapter, the worker worked 10 hours a day, 
the value of his labour power was 10 dol¬ 
lars, and the surplus value he produced was 
10 dollars. Assuming that one worker daily 
produces 10 units of output, each of which 
embodies one dollar of the old value trans¬ 
ferred from the value of the means of pro- 
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duction by this worker’s concrete labour, the 
total value of his entire daily output will equal 
30 dollars (10c + 10c + 10m = 30). The social 
value of one unit of output is 3 dollars (30 
dollars: 10 = 3 dollars). 

If the capitalist can make the worker dou¬ 
ble his labour productivity, the worker will pro¬ 
duce 20 units of output a day. As before, 
each of these units embodies one dollar of the 
old value, altogether 20 dollars. As we have 
learned earlier (Chapter One), newly created 
value does not change with a rise in la¬ 
bour productivity. In our example it equals 
20 dollars, as before the growth in labour pro¬ 
ductivity. Combined with the value of the 
expended means of production, it totals 40 
dollars (20c + 10c + 10m = 40)-the aggregate 
value of all these 20 units of output. Hence 
the individual value of one unit is 2 dollars 
(40 dollars:20 = 2 dollars). 

At the market, however, the capitalist own¬ 
er of these commodities will sell them, like 
all other capitalists, at the price corresponding 
to their social value, i.e., at 3 dollars per 
unit. Accordingly, he will get 60 dollars for 
30 units, of which 20 will go to recoup the 
expenditure on the means of production and 
10 will go to buy labour power. The remain¬ 
ing 30 dollars will fall into the capitalist’s hands 
as surplus value, which exceeds the surplus 
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value obtained before the increase in labour 
productivity by 20 dollars (30 dollars 10 dol¬ 
lars = 20 dollars). These 20 dollars comprise 
excess surplus value, being formed due to the 
difference between the social and the individual 
value of all the commodities produced at this 
capitalist enterprise (60 dollars - 40 dollars = 20 
dollars). 

By appropriating excess surplus value the 
capitalist increases not only the mass but also 
the rate of surplus value. In our example, 
the rate of surplus value has tripled. In the 
first case it was 100 per cent (m' = m/ox 100 = 
= 10/10x 100=100%). In the second case it 
increased by 200 per cent (m' = m/»x 100 = 
30/10 x 100 = 300%). 

There are similarities and differences between 
the relative and excess forms of surplus 
value. 

The basic similarity is their common source-an 
increase in labour productivity, although there 
is a difference here, too. Excess surplus value 
is produced due to an increase in individual 
labour productivity, i.e., only at those enterprises 
where this surplus value is produced. So, 
the excess surplus value obtained by the owner 
of a sewing factory is solely due to an increase 
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in labour productivity at this particular sewing 
factory, while relative surplus value is pro¬ 
duced as a result of an increase in social labour 
productivity, i.e., not at an individual enter¬ 
prise, but in all sectors of the national econ¬ 
omy which put out goods having to do with 
the formation of the value of labour po¬ 
wer. 

Another feature common to excess and rela¬ 
tive surplus value is that both are produced 
not due to an absolute increase in the length 
of the working day but due to a greater 
surplus labour time achieved by reducing ne¬ 
cessary labour time. We have already seen the 
mechanism by which relative surplus value is 
obtained. Let us see how this influences the 
production of excess surplus value. Let us as¬ 
sume that the working day is 10 hours, neces¬ 
sary labour time is 5 hours, surplus labour 
time is 5 hours, the value of labour power 
is 10 dollars, and the surplus value is also 
10 dollars. 

We know that the creation of excess sur¬ 
plus value affects these correlations: surplus value 
increases to 30 dollars, while the value of la¬ 
bour power remains at 10 dollars. That means 
that a total of 40 dollars of new value is 
produced every 10 hours, or 4 dollars every 
hour, versus the previous 2 dollars (40 dollars : 
10 hours = 4 dollars). Now, the equivalent of 
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the value of labour power is produced in 2 1 /2 
hours of work (10 :4 = 2 1 / 2 ). These 2 1 / 2 hours are 
necessary labour time. Accordingly, surplus la¬ 
bour time is 7 1 / 2 hours (10 hours — 2'/ 2 hours = 
7‘/ 2 hours). The surplus value produced during 
7 1 / 2 hours is 30 dollars (4 dollars x 7'/ 2 hours = 
30 dollars). Graphically this can be expressed 
as follows: 


work day 

10 hours 

© 


1 

1 ' • 

2 1/2 hours 

7 1/2 hours 

necessary 

labour 

time 

surplus labour time 


As shown in this diagram, there is an in¬ 
crease in surplus labour time due to a de¬ 
crease in necessary labour time as in the pro¬ 
duction of relative surplus value. However, here, 
too, there is a certain difference. In the pro¬ 
duction of relative surplus value, less necessary 
time is a result of the diminished value of labour 
power, while in the production of excess surplus 
value, the value of labour power does not 
change: due to an increase in the worker’s 
individual labour productivity he is able to 
produce more social value during every hour 
of his work, thus reducing necessary labour 
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time. Hence the worker needs less time now 
to produce the equivalent of the value of his 
labour power. 

Yet another dilference is in the number of 
capitalists appropriating excess and relative 
surplus value. Since higher social labour produc¬ 
tivity makes for a lower value of labour power 
of the total number of workers, relative surplus 
value is appropriated by all the capitalists, 
by the entire capitalist class. Meanwhile, excess 
surplus value is only appropriated by individ¬ 
ual capitalists who have introduced at their 
enterprises technical innovations not yet used 
nationally. It is in a large measure due to 
these innovations that the labour productivity 
of wage workers employed at these enterprises 
is higher; and we know that it is precisely 
higher labour productivity of wage workers 
that is the source of excess surplus value. 

It is inevitable that in time technical im¬ 
provements and innovations initially introduced 
at individual enterprises spread nationwide. Sub¬ 
sequently, formerly more productive labour be¬ 
comes average social labour. As a result, the 
value of commodities is reduced. There is 
no longer a difference between individual and 
social value, and hence no extra profit for the 
capitalists who used to derive excess surplus 
value. All this proves that excess surplus value, 
as distinct from relative surplus value, cannot 
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be derived constantly by the owner of any 
one individual enterprise; it can only be de¬ 
rived for a certain period of time. However, 
while ceasing to exist at some one enterprise, 
it begins to be produced at another, thus 
stimulating technical innovation at capitalist 
enterprises. 

Excess Surplus Value and Technical 
Progress. In trying to obtain excess sur¬ 
plus value, the capitalists take measures to raise 
individual productivity at their enterprises to 
a level higher than the average. With this in 
mind they introduce new technology and more 
rational production organisation. In so doing, 
they gain certain advantages over their rivals. 
However, their rivals do not want to fall 
behind. They, too, are lured by excess sur¬ 
plus value. And so they, too, introduce tech¬ 
nological improvements. As a result, new tech¬ 
nology is steadily being introduced in all 
enterprises within the given industry, gradually 
replacing old machinery and technical equip¬ 
ment. On the whole, this ensures technical 
progress and provides for the further develop¬ 
ment of society’s productive forces. 

As we have seen, what encourages the cap¬ 
italist to introduce new technology is not so¬ 
ciety’s interests, the idea of technical progress, 
the desire to make easier the workers’ labour 
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or to reduce the price of his commodities for 
the benefit of customers. The capitalist’s only 
incentive is the desire to appropriate excess 
surplus value and beat down his rivals. 

In their drive for profits, capitalists in de¬ 
veloped countries have promoted the establish¬ 
ment of the modern machine industry; they 
use it to step up the exploitation of the work¬ 
ing class. In our days, new automated ma¬ 
chinery is increasingly applied, which gradual¬ 
ly replaces older technology, and atomic energy 
is used on an ever wider scale. The capital¬ 
ists secure large profits by using computers, 
microprocessors, manipulators, and robots. Their 
introduction has been increasing at a rapid 
rate. The first computer was introduced in 
the USA in 1946; in 1974 there were already 
165,000 computers. Robots were first used in 
American industry in 1962; in 1981, the cap¬ 
italist countries had a total of 23,000 robots, 
plus 150,000 manipulators. The capitalists spend 
increasingly greater amounts of money on mod¬ 
ern technology. For example, in 1982 US 
corporations spent 55 billion dollars on modem 
means of production-roughly a half of their 
total outlays for machinery and equipment. 

Seeking to reap profits from technological 
innovations as soon as possible, capitalists con¬ 
tinually shorten the time needed for the practi¬ 
cal realisation of fresh scientific ideas. In the 
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past, at least several dozen years were needed 
to make an invention profitable; today capi¬ 
talist entrepreneurs gain profits from technolog¬ 
ical inventions very soon after their appea¬ 
rance. In the last century, 56 years elapsed 
from the development of the idea of the tele¬ 
phone to the appearance of the first telephone 
apparatus. In the 20th century, the television 
required 14 years, the laser 9 years, and the 
transistor radio only 5 years of R & D prior 
to their introduction. 

New technology raises the productivity of 
labour at capitalist enterprises. By introducing 
microelectronic devices, for example, many cap¬ 
italist firms reduced labour expenditures by 
half. Only 18,000 man-hours are now ne¬ 
cessary to assemble an automated electronic 
telephone exchange; previously, the process re¬ 
required 99,000 man-hours (or 5.5 times as 
much time). There are numerous other examples 
demonstrating that technological superiority 
leads to that in labour productivity which, in 
turn, means obtaining higher profits through 
production and appropriation of excess surplus 
value. 

Capital seeks to use this superiority not on¬ 
ly domestically but also internationally. The 
1 nited States used to be the indisputable lead¬ 
er, but today a number of other capitalist 
countries have overtaken it. In Japan, for exam- 
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pie, only 1.9 man-hours is needed to assem¬ 
ble one colour TV set, while in the USA it 
takes 3.5-4.5 hours. The daily output of the 
Ford automobile works is 2 automobiles per 
every employed person, while the corre¬ 
sponding figure for Japan’s Toyota is 9. 

The capitalists of developed countries de¬ 
rive particularly great profits from technologi¬ 
cal superiority when dealing with developing 
countries. Most of the developing countries 
are technologically still far behind the developed 
ones. In over 100 of the developing coun¬ 
tries, national industry amounts to an insignifi¬ 
cant number of small semi-handicraft enter¬ 
prises based upon hopelessly obsolete technology 
and primitive methods of utilisation and pro¬ 
cessing of national materials. The develop¬ 
ing countries rely heavily on the extraction, 
not processing, of raw materials. Thus, only 
30 per cent of the ore extracted in develop¬ 
ing countries is processed into metal. Develop¬ 
ing countries account for only 4.1 per cent of 
the world’s metal products. They lag far be¬ 
hind developed capitalist countries in R & D, 
too. Their per capita allocations for these 
purposes are nearly 140 times less than in 
developed capitalist countries. 

Capitalists gain immense additional profits 
by applying technological innovations and scien¬ 
tific achievements in military production, the 
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most parasitic sector of capitalist economy. As 
national economies become increasingly milita¬ 
rised, the sphere of military-industrial busi¬ 
ness is expanded and absorbs the largest budget 
share allocated for research and development. 
Against the genuine interests of scientific, tech¬ 
nical and social progress, it procures for the war 
industry magnates ever greater surplus value. 
To illustrate the scale of this diversion of 
scientific resources in order to secure higher 
profits for advocates of a new world war: today, 
all told, over 500,000 people, or nearly one-fifth 
of the world’s scientific workers and engineers, 
are engaged in military R & D. 

Although excess surplus value does, indeed, 
stimulate technical progress, there is another 
side to its impact on the development of tech¬ 
nology. Excess surplus value accrues to 
a capitalist only if he is ahead of his rivals. 
If they are on the same level, there will be 
no excess surplus value. Hence a capital¬ 
ist who has introduced an invention is vi¬ 
tally interested in keeping it a secret from 
others. To be able to profit from the inven¬ 
tion while preventing its adoption by competi¬ 
tors, he acquires a patent, and with it the 
fight to withhold the invention from use. 
Meanwhile, the capitalist also takes measures 
to restrict his competitors’ technical research 
a nd suppress the introduction of innovations 
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and spread of technological information, thus 
hindering technical progress in general. Some¬ 
times activities of this kind have even more 
profound consequences, as in the case of those 
transnational corporations which restrict trans¬ 
fer to developing countries of essential know¬ 
how and technology of medicines for tropical 
diseases. These corporations keep control of the 
markets for medicines and reap enormous pro¬ 
fits. Such practices not only hinder the de¬ 
velopment of the pharmaceutical industry but 
also seriously undermine the health of millions 
upon millions of people. 

Wages as a Means of Capitalist Exploi¬ 
tation. The capitalist, eager to increase ex¬ 
ploitation, is ready to break all limits. He uses 
all available means to increase economic pres¬ 
sure on the workers. One of the most effec¬ 
tive devices he uses to achieve his ends is wages. 

Wages are a converted form of the price 
or value of labour power. They are what the 
worker gets in exchange for his labour power 
and spends buying commodities for himself 
and his family. The size of his wages determi¬ 
nes the worker’s living conditions and the 
extent to which his basic needs are satisfied. 
The worker and his family wholly depend 
on wages. 

The capitalist is well aware of the tremen- 
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dous role that wages play in the worker’s 
life. Wage payments are arranged in such a way 
as to stimulate the hired labourer’s work for 
the capitalist, to make him produce maximum 
surplus value. It is precisely this purpose that 
all systems and forms of payment operating 
in capitalist society serve. 

Time payment is one of the earlier and sim¬ 
pler forms of wages; the worker is paid in 
accordance with the time he spent working 
(e.g., he gets twice as much for two days of 
work as for one day of work, etc.). 

The capitalist pays the worker the full value 
of his labour power only if the latter works 
a full working day. Assuming that the value of 
his labour power is 2 dollars and the length 
of the working day is 8 hours, the worker 
earns 25 cents per hour. He will get his 2 
dollars only after he has worked the full work¬ 
ing day of 8 hours at the capitalist’s enter¬ 
prise. Accordingly, for 7 hours of work he will 
be paid 1.75 dollars. As that will be less 
than the full value of his labour power spent 
during a day, it will not be enough to sat¬ 
isfy the worker’s daily needs. So, the time 
system requires the wage worker to work a 
full working day at a capitalist enterprise. 

There are more loopholes in the time pay¬ 
ment system for the capitalist. The capitalist 
tan lower hourly pay rates. This means that 
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the worker will have to work more hours in 
order to receive the full value of his labour 
power. In our example, a 5-cent decrease in 
the hourly pay rate (from 25 to 20 cents) 
would force the worker to work 10, instead 
of 8, hours. Hence a longer working day for 
the worker, and more surplus value for the 
capitalist. 

Time wages were widely used in the early 
stage of capitalism; they are still the basic 
form of wages in many industries. The great 
majority of industrial workers in West Ger¬ 
many and in France (80 per cent) are paid 
on the time basis; so are some 70 per cent 
of American workers in manufacturing industries, 
and up to 60 per cent of all British industrial 
workers. 

The other basic system of payment is piece 
wages, whereby payment is related to out¬ 
put. Let us assume that a worker, whose la¬ 
bour power’s value is 2 dollars per work day, 
produces daily 5 units of output. The price 
per unit (piece) of output will, then, be 40 
cents (2 dollars :5 = 40 cents). In this case, 
the worker’s daily wages would be 2 dollars 
(40 cents x 5 = 2 dollars). In other words, the 
worker’s wages increase in direct proportion 
to the increase in output. As far as the cap¬ 
italist is concerned, piece wages are very pro¬ 
fitable. Paid by piece, the worker is com- 
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pelled to put out more products per hour, 
i.e., to increase his labour productivity. As a 
result, the capitalist appropriates more surplus 
value. 

In practice, capitalists combine some elements 
of time and piece forms of wages. The work¬ 
ers are paid a kind of incentive wages based 
on differential time rates, whereby the hourly 
pay rates depend upon the extent to which the 
output rates have been fulfilled. To make the 
worker put in more and more labour, the cap¬ 
italist applies various bonus payments on the 
time-rate or piece-rate basis; there are even 
more sophisticated wage schemes. However, all 
known remuneration systems, whatever the form, 
have been devised with one aim in view to 
make the worker produce maximum surplus 
value. 

Under capitalism, wages are both the way 
to intensify exploitation and the way to mask 
it. Payments in the form of wages conceal the 
fact that the worker works part of the work¬ 
ing day-surplus labour time-for the capitalist 
without any compensation, producing surplus 
value. Wage payments do not allow to see 
the division of the working day into neces¬ 
sary and surplus time or into paid and unpaid 
labour. 

This is so due to two factors. First, wages 
are always paid after the worker has fulfilled 
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a specified work assignment. Second, wages are 
paid either according to the time worked or 
the amount of output produced, and in each 
case the impression is created that all of the 
worker’s labour is paid for, that the capitalist 
pays the worker for his labour in full. 

Payments Below the Value of Labour 
Power. In actual fact, the capitalist does not 
pay the worker for the labour performed but 
only compensates the value of his labour power. 
Even if the worker receives full wages, he 
works without compensation during a certain 
part of the working day, creating surplus val¬ 
ue for the capitalists. Yet the capitalist is not 
satisfied; he would like to gain profit not only 
from surplus but also from necessary labour 
time. 

The fact is that the capitalist does not pay 
the worker the full value of his labour power 
but only part of it. He manages to do that 
by fixing wages that are lower than the val¬ 
ue of the worker’s labour power. As a result, 
the worker needs less time to produce the value 
equal to this diminished sum. In this way ne¬ 
cessary labour time is decreased and surplus 
labour time is increased correspondingly, and 
the worker produces more surplus value. 

But why does the worker agree to sell his 
labour power at a price below its value? Be- 
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cause he has no say in the matter. The sale 
of his labour power is for the worker the 
only way to earn the means of existence for 
himself and his family. He cannot postpone the 
sale, cannot wait for a more favourable labour 
market. If he wants to support himself and 
his family he must agree to whatever conditions 
the capitalist offers him, or lose his only 
source of income. 

The difference in the position of the worker 
and the capitalist in the labour market is al¬ 
so all-important. The capitalist never falls short 
of labour which is supplied by the many millions 
of unemployed. Those out of work are eager 
to accept any conditions, and the capitalist 
takes advantage of this situation, fixing low 
wage rates. Those who do not want to accept 
these wage rates lose their jobs, which spells 
a real disaster for the workers and their 
families. Therefore, the workers are forced to 
accept ever new deprivations, ever lower wages, 
falling more and more below the value of 
labour power. 

The capitalist achieves the same result through 
wage discrimination; ethnic minority groups are 
hit hardest by it. In the USA, for example, 
a Black worker receives only half of what a 
white one does for the same quantity of work. US 
mdustrialists net on the average S 46 billion 
a year from wage discrimination against 
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Blacks, Puerto Ricans and other ethnic minori¬ 
ties. In the Republic of South Africa, the 
average wages of the indigenous population are 
ten times lower than the average wages of 
white workers. 

Female and Child Labour at Capitalist 
Enterprises. Capitalists appropriate enormous 
surplus value by exploiting female and child- 
labour. 

During the early decades of capitalism, all 
the labourers at capitalist enterprises were men. 
Women could not cope with manual labour 
at capitalist workshops and manufactures in¬ 
volving strenuous physical effort. Hence the val¬ 
ue of the worker’s labour power included his 
family’s means of subsistence as well. 

Machine production created new occupations 
that did not require great physical effort. This 
led women and children into the labour force 
seeking wages at a capitalist enterprise. They 
were confined to unskilled low-paid labour in 
the most miserable conditions. 

By using female and child labour, the cap¬ 
italist was able to considerably extend the 
sphere of exploitation. Now he could appropri¬ 
ate surplus value created not only by the male 
worker but also that produced by the members 
of his family, his wife and children. During 
the entire course of the 19th century, this 
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was an increasingly profitable source of surplus 
value for the capitalist. Consequently, in the 
early 20th century, male workers in the Brit¬ 
ish textile industry amounted to no more than 
one-fourth of the entire labour force, the rest 
of it consisting of women and children. 

The 20th century put more women into the 
wage-seeking labour force. Female workers have 
in fact become preferable in a number of 
industries, namely those requiring swiftness and 
dexterity, such as radio and electronic engi¬ 
neering and a number of others. Women com¬ 
prise some 40 per cent of the wage and sa¬ 
lary earners in the USA and Britain. 

Today, there is still a considerable number 
of children involved in capitalist production. 
In the late 1970s, the total number of the 
child labour force in the USA, Britain, and 
Italy exceeded 2 million. That is but a fraction 
compared to the index for the Third World, 
where no less than 14 per cent of the chil¬ 
dren aged 10 to 14 years must work for pay 
to provide for themselves and, partly, for their 
families. That is, 51 million teenagers are em¬ 
ployed in production, and in the hardest and 
lowest-paid jobs at that. 

The exploitation of female and child labour 
is more than a simple extension of capitalist 
exploitation. It implies a higher degree of ex¬ 
ploitation and, accordingly, a higher rate of 
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surplus value. Since the wife and children earn 
wages, the cost of their maintenance is removed 
from the value of the male worker’s labour 
power. Now the entire family has to work 
for what the worker used to earn as a sole 
breadwinner. Consequently, the value of his 
labour power diminishes while surplus value 
grows accordingly. 

There is yet another aspect to this phenom¬ 
enon. The worker’s wife and children have 
joined the ranks of his competitors in the la¬ 
bour market: they, too, offer their labour pow¬ 
er for sale. The greater supply of labour 
force allows the capitalist to offer even lower 
terms of hire, opening up new possibilities for 
extracting surplus value. 

To the capitalist, the exploitation of women 
and children promises very substantial material 
gain. He pays them the lowest wage rates. 
Wage discrimination here is very great; for 
example, in the USA, women on the average 
get only 59 per cent of the wages earned 
by their male counterparts for the same kind 
of work, some of them getting even less-only 
half of the wages paid to men; 76 per cent 
of the female labour force are employed at 
the lowest-paid jobs. Female workers do not 
fare any better in other capitalist countries. 
In Austria, three-fourths of the women employed 
in industry are paid less than the lowest-paid 
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sections of male workers. The wages earned 
by Japanese women are only 56 per cent 
of the income men earn at the same jobs. 
On the world level the situation is even worse. 
Women comprise 35 per cent of the world 
labour force, while their combined earnings 
amount to a mere one-tenth of the total 
earnings. The result of that overexploitation 
of female workers is huge extra profits for 
capitalists: 63 billion dollars a year in the 
USA, 10 billion marks in West Germany, 
1.2 billion pound sterling in Great Britain, 
and 35 billion francs in France. 

The Exploitation of Foreign Labour. 

Another way to reduce the price of the labour 
force employed at a capitalist enterprise is to 
draw labour from countries with a greater 
supply of cheap labour. The price of this la¬ 
bour power is very low. Hence the minimum 
share of the necessary time in the total labour 
time. The workers from those countries are 
ready to accept any terms, including long work¬ 
ing hours, highly intensive labour, and outright 
wage discrimination. Foreign workers’ surplus 
labour time is maximally extended; this brings 
the capitalist immense and ever-expanding pro¬ 
fits through increases both in the mass and 
the rate of surplus value. 

Capital never loses a chance to increase its 




138 


What Is Surplus Value? 


profits. The recruiting of cheap foreign labour 
is a widely spread practice in the capitalist 
world. Over 500 labour recruiters operate in 
Pakistan; some 600 in the Philippines; in In¬ 
dia some 50 agencies hold government licences 
to recruit labour for work abroad. Many of 
the labour-recruiting agencies operate interna¬ 
tionally. Multinational Recruitment Group, for 
example, maintains its central office in Dakka 
(Bangladesh) and a branch office in Jidda 
(Saudi Arabia); it has spread its tentacles 
to fourteen countries, and in all of them the 
firm’s agents hold government licences. The i 
firm annually exports 20,000 workers from Asian ' 
countries alone, deriving immense profits from 
the supply of cheap foreign labour: the re¬ 
ward for an unskilled worker from Pakistan 
or Sri Lanka is 100 dollars, and for a skilled 
worker from the Philippines the firm charges ; 
four times as much, that is, 400 dollars. 

Bourgeois governments and employers’ asso¬ 
ciations also take an active part in recruiting 
cheap foreign labour. In France, for example, 
the government operated as a labour recruit¬ 
er as far back as 1916; in 1924, a share¬ 
holding employers’ association was formed that 
almost exclusively dominated the hire of foreign 
labour. 

The recruitment of foreign labour force has 
considerably expanded exploitation in devel- 
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oped capitalist countries. At present, over 25 
million foreign workers, their family members 
included, live in developed capitalist countries. 
The bulk of them are from the Mediterranean 
countries, Mexico, or Pakistan. There are also 
immigrants from the poor countries of western 
and southern Africa, who are most severely ex¬ 
ploited. 

Employers derive enormous profits from fo¬ 
reign labour as they fix miserly wages for them- 
20 to 30 per cent lower on the average than 
those paid to local workers. Exploitation is par¬ 
ticularly harsh immediately after importation, 
when the workers still have a poor command 
of the language of the host country, are not 
familiar with labour legislation, and have not yet 
established ties with trade unions; at that stage 
they accept the poorest terms of hire. This is also 
true of those who have penetrated the country 
illegally, i. e., were “smuggled in”. Terrified by 
the possibility of being deported back home, 
those workers are utterly subservient to the 
employer, so they have to perform the largest 
share of unpaid labour. 

Taylorism. As capitalism develops, exploita- 
hon takes ever more variegated and subtle forms. 
The capitalist is never satisfied with the pre- 
v ailing level of exploitation; he seeks to devise 
e ver new methods of achieving the goal of 
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capitalist production to the maximum extent. 

One significant milestone in the search for 
new methods of exploitation is Taylorism, so 
named after the American engineer Frederick 
Winslow Taylor who propounded a new system 
of organising labour at the beginning of the 
20th century. 

Taylorism is based on the division of labour 
developed to its highest point, whereby the pro¬ 
duction process is broken into distinct minor 
operations. Each separate task was assigned to 
a special group of workers the most skilled and 
dexterous-who had been taught the most eco¬ 
nomical and efficient way to perform it. The 
time of each operation was measured with max¬ 
imum accuracy in minutes, seconds, and even 
fractions of a second. The best results recorded 
were then set as standard for all workers en¬ 
gaged in production. To make the new stan¬ 
dard more appealing, the workers were pro¬ 
mised a wage increase for fulfilling it. 

Bourgeois propaganda was quick to declare 
Taylorism a scientific system of organising work. 
The Taylor system was widely adopted in pro¬ 
duction enterprises in the USA as well as in 
other capitalist countries. Publications appeared 
propagating Taylorism, claiming that it took the 
workers’ interests into account and applied truly 
scientific methods in production. In actual fact, 
Taylorism was just a new method to step up 
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exploitation, a “scientific” sweating system. 

The Taylor system brings labour intensity up 
to the maximum. It forces workers to put in more 
labour and to make greater physical and mental 
efforts daily. The growth in labour power expen¬ 
diture is not completely recouped by the slight 
increase in wages. According to Taylor, a 3.7-fold 
increase in labour input (in loading pig-iron) 
decreased the factory-owner’s expenditure by 2.3 
times per ton, while the workers’ pay grew by 
a mere 1.6 times. This example proves that the 
one who benefits most is the capitalist - he gains 
more surplus value by aggravating exploitation. 

Fordism. Motor works owned by the Ameri¬ 
can industrialist Henry Ford afford the classic 
example of applying and developing the Taylor 
system for intensifying exploitation. The process 
of making a motor car was split up into mi¬ 
nor operations, each performed by a different 
worker. All the operations were strictly arranged 
in a single production line. 

Ford, then, went even further. He attached 
almost all the processing and assembly operations 
to conveyor. His workers performed their tasks 
not on machines or stands as before, but on a 
moving conveyor belt. Working on the conveyor, 
the workers were forced to keep up a certain 
Pace of labour, the pace set by the moving 
conveyor belt; no one could lower the pace or 
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skip operations. The employer, though, could 
easily accelerate the speed of the conveyor, 
which had been anyway calculated upon the 
results shown by “pace-setters”, those who 
made the highest productive input. All along the 
conveyor belt, every fifth to tenth worker was 
a “pace-setter”, working for a higher pay and 
the promise of a promotion. 

Moving at a high speed, conveyor belts in¬ 
creased the workers’ physical and nervous strain 
to the utmost. Those who resisted this were 
pacified by guardsmen and supervisers beating 
up and maiming dissenters with sticks, brass 
knuckles, lead pipes or whips. The workers were 
forced to surrender and put in more energy to 
enlarge the profits Ford reaped. 

Through the vastly increased exploitation of 
workers, Ford grew rich very quickly, eventually 
becoming one of the mightiest American billion¬ 
aires. Already in the first ten years of its 
existence, the Ford Motor Company (established 
in 1903) brought its output up to 265,000 
motor cars a year. In the next ten years, 
this figure nearly doubled. In 1923, the output 
of Ford motor cars reached 2,200,000 setting 
an appealing example to other industrialists. 
The conveyor system was widely adopted in the 
USA and in other capitalist countries. 

Even now, after many other capitalists have 
adopted the conveyor belt, the ford family is 
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still in the lead in its application for exploiting 
workers. As at the time when it came into 
being, the world’s longest conveyor belt is still 
the one at the leading Ford plant. It is 3,300 
metres long; every 24 hours it is operated by 
8,000 workers, or by over 2,500 workers every 
8-hour shift; that means that over 8,000 oper¬ 
ations are performed every minute. Most of them 
are tasks of a very narrow scope boiling down 
to a set of purely mechanical motions. Not only 
the pace of work is very high; the employer 
has absolutely no concern for the workers’ phys¬ 
ical comfort: some have to lie on the floor 
tightening nuts, others crawl down along the 
conveyor belt fixing a door, or hunch inside 
the car fitting gadgets. All down the conveyor 
belt there are only two rest spots, each consisting 
of 8 metal stools, two plastic tables, and two 
vending-machines, one with soft drinks and the 
other with coffee and tea. 

Conveyorised production ensures a significant 
increase in profits. In the early seventies, the 
Ford Motor Company cleared net profit of 1.5 
dollars per hour from each of its 200,000 
workers. At present, Ford automobile plants 
employ a total of over 400,000 workers, bringing 
in enormous profits. 

The Expanded Exploitation of Skilled 
Labour. Whatever the system of exploitation, 
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capitalists appropriate maximum surplus value 
by exploiting unskilled and semi-skilled workers. 
This is so at present, as it was in the past and 
will be in the future. Modern capitalism, 
however, goes even further. 

The contemporary scientific and technological 
revolution has meant an enormous acceleration 
in technical and technological development and 
in applying scientific achievements in production. 

It opens up before the capitalists new opportu¬ 
nities for stepping up labour productivity and, 
consequently, increasing surplus value. Qualified 
personnel scientists, engineers, skilled workers- | 
are needed to use these opportunities. 

Adapting to new circumstances, capitalism has 5 
been rapidly expanding the exploitation of skilled 
labour. In the USA, for example, the share of 
skilled labour in the total labour force increased 
from 27 per cent in 1940 to 38.5 per cent 
in 1974, or 1.4 times. The average term of 
training increased, respectively, from 8.6 to 12.5 
years. Over the same period, the number of 
engineers increased from 297,000 to 1,200,000, 
or more than 4 times. Changes to the same 
effect took place in other capitalist countries, 
too. In West Germany, for example, the share 
of skilled labour in the total labour force 
increased from 40.6 per cent in 1960 to 45 per 
cent in 1975. 

The exploitation of skilled labour is highly 
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profitable. Skilled labour is complex labour, pro¬ 
ducing more value per time unit than simple, 
unskilled labour. Consequently, it produces 
more surplus value. As the exploitation of skilled 
labour is expanded, its share in the production 
of the total mass of surplus value increases. 
At present, skilled labour produces 80 to 83 
per cent of the total surplus value appropriat¬ 
ed by monopolies in developed capitalist 
countries. The boundaries of production per¬ 
sonnel who take part in creating surplus value 
have extended to include engineers, technicians, 
planners, designers, programmers and scientific 
research workers. 

The developing countries lag far behind the 
developed capitalist countries in the share of 
skilled labour and the workers’ general training: 
250 million children do not attend school; 
48 per cent of the adult population is illiter¬ 
ate; in 23 least developed countries, adult illit¬ 
eracy climbed over 70 per cent. The number 
of engineers and scientific research workers per 
10,000 of population is 18 times less than in 
the developed countries. 

The developed capitalist countries are not 
doing anything to bridge this gap. On the con¬ 
trary, they encourage the brain drain from the 
newly-free countries. Every year, more than 
13,000 specialists immigrate to the United States 
from the Third World (the number increased 
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3 times over the past 15 years). From 1960 to 
1975, over 300,000 engineers, medical doctors, 
and lawyers emigrated from the developing 
countries. The economic input of those who 
emigrated to the USA, Canada and Britain 
has been calculated as worth 51 billion US 
dollars invested in technological development. 

New Methods of Exploitation. Under new 
conditions created by the scientific and techno¬ 
logical revolution, capitalists devise new systems 
to exploit labour. They seek to maximally use 
opportunities for increasing workers’ unpaid 
labour, on the one hand, and, on the other, 
to conceal as much as possible the increasing 
degree of exploitation, in order to create a 
semblance of harmony between the workers’ and 
the employers’ interests. 

Some companies have introduced an incentive 
system known as profit sharing. It provides a 
stimulus for workers to increase their labour 
intensity. These firms let their workers buy some 
shares of their enterprise, establishing, as it were, 
an employer-employee “partnership” and build¬ 
ing up the workers’ interest in the firm’s well¬ 
being. The workers are even led to believe that 
they take part in the management of the enter¬ 
prise. They are given wage supplements in the 
form of bonuses, gifts, etc., to show that the 
employers care about the workers’ material well- 
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being. To increase labour intensity, all kinds of 
psychological and ideological means are em¬ 
ployed, intended to increase the capitalists’ in¬ 
comes while subjecting the workers to even 
harsher exploitation. 

One of the systems introduced with this pur¬ 
pose in view is rotation, whereby labour inten¬ 
sity is increased due to a rotation of jobs and 
production operations. During a certain period 
of time, the workers keep changing their work¬ 
places; yet their tasks remain essentially the 
same. Greater labour intensity is achieved because 
the work is less monotonous. 

Another step in this direction is the extended, 
labour Junction system, whereby each particular 
worker performs all labour operations within 
a particular short production cycle. The opera¬ 
tions within the cycle are constantly made larger, 
and the workers performing basic production 
operations are assigned certain additional tasks 
which have been previously done by auxiliary 
workers, such as packing, control and other relat¬ 
ed jobs. At the enterprises that introduced this 
system, there has been a 25-per cent drop in 
the labour intensity of output and a significant 
decline in the number of employees. According¬ 
ly, the employers’ incomes have increased. 

1 he system of labour enrichment is highly pro¬ 
fitable to the capitalists. It is essentially the 
extended labour function system on a higher 
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order. The workers operating under this system 
are assigned not only related jobs but also, to 
a certain degree, managerial functions. This 
system implies extended information system and 
a considerable degree of the workers’ partici¬ 
pation in controlling the production process and 
organising it. For example, the American firm 
Monsanto, one of the first to introduce the 
labour enrichment system, demonstrated that 
measures of this kind are highly advantageous 
for capitalists. Having adopted this system, the 
firm was able to extend 1.5 times the control 
range of each operator in nylon fibre production 
thereby increasing labour intensity accordingly. 

The labour humanisation system is basically the 
labour enrichment system extended to include 
certain measures aimed at improving working 
conditions, inculcating a more favourable atti¬ 
tude to work and stricter work discipline. The 
labour humanisation system, therefore, claims a 
“social” character. Changes in managerial poli¬ 
cies and distribution of shares among the workers 
are significant elements of this approach. 

The underlying principles of the labour hu¬ 
manisation system were further developed in the 
quality of labour life system. In order to urge 
workers to produce more surplus value, the de¬ 
signers of this system tried to build up a stronger 
connection between bonuses and benefits enjoyed 
by each individual worker of a capitalist enter- 
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prise and his production input. The system pro¬ 
vides for certain measures to raise the workers’ 
skills and encourage their initiative. It looks 
as though the workers have an increasing say 
in the execution of management. The system 
proclaims the necessity to correlate work time¬ 
tables with the tasks the worker has to carry 
out in his own household and the way he spends 
his time off. 

Employers have widely adopted the autonomous 
labour groups system which provides for a reor¬ 
ganisation of team (group) labour whereby a 
particular team of workers is responsible for 
fulfdling the entire production plan assigned 
to a certain section. The workers themselves 
determine the team structure and composition. 
Each worker is not confined to a single pro¬ 
duction function but fulfils a range of tasks 
which are changed or redistributed within the 
team as dictated by the needs of the moment. 
The team is responsible for organising and su¬ 
pervising current production processes and for 
work discipline. 

The autonomous labour groups system is very 
profitable for the employers. One example is the 
American company General Foods. The adoption 
of this new system at its plants in Topeka 
(Kansas) resulted in a 35 per cent increase 
in labour productivity over the average index 
for this industry. That meant an additional 
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10,000 dollars return per each worker. 

To raise labour productivity, Ford switched 
over to a conveyor belt and extended it to its 
maximum length. Today, however, some of the 
capitalists have returned to the pre-Ford methods 
of labour organisation. Assembly on shorter con¬ 
veyor belts, on which each worker fulfils several 
operations instead of one, came into usage again. 
An entire team does the job and is collectively 
responsible for the results. Workers change their 
workplaces if the need arises. This method pre¬ 
vails in some radio works. Volvo motor works 
in Kalmar and Boras (Sweden) have shifted 
to stand assembly, each stand serviced by an 
autonomous labour group. Stand assembly has 
been adopted by some other motor works, too. 
Shorter conveyor belts and stand assembly 
make labour less monotonous and production 
functions more varied. This accounts for a 20 
to 40 per cent increase in labour productivity. 
Higher labour productivity and intensity raise 
the capitalists’ income. 

Intensification of labour and reduction of the 
loss of labour time are the goals aimed at in 
the flexible labour time system, under which 
workers and employees enjoy a certain freedom 
in organising their labour within the working 
week. They are only required to put in a 
specified number of hours per week, while they 
are free to choose the hours of day for perform- 
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ing their tasks from a few alternative sche¬ 
dules offered by the enterprise. Capitalists seek to 
present this system as one which takes care of 
the workers’ needs; in actual fact, it is a new way 
to make them work with maximum productivi¬ 
ty for the benefit of the capitalist. 

No matter how hard the capitalists try to 
present new systems of labour organisation as 
the latest achievements of the scientific and 
technological revolution, the fact remains that 
all of these systems were devised with a single 
purpose in mind - to intensify exploitation. All 
of them are designed to use the achievements 
of the STR for extracting still higher profits 
and to put to better use the workers’ higher 
skills for producing more surplus value. 

Surplus Value and Industrial Injuries. 

When organising production, the capitalist has 
the prospect of obtaining surplus value in mind, 
but is little concerned with those who are going 
to create it. He always economises on work 
conditions and safety measures. High speed of 
labour, overcrowded shops, noise, heat and dust 
characterise most capitalist enterprises. These 
undermine the workers’ health and strength, and 
even shorten their lifespan. In the USA, the 
world’s richest capitalist country, the average 
death rate for workers in the age bracket of 
25-59 is from 2 to 5 times higher than for 
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industrialists, managers, and high-echelon offi¬ 
cials. The index for the British unskilled workers 
is 1.4 times higher than for employers or white- 
collar workers. 

One direct consequence of the growing exploi¬ 
tation is the high incidence of industrial injury 
and occupational disease. In the USA, every 
three minutes a worker is killed or crippled for 
life, and every eleven seconds a worker is injured. 
There are 8,000 industrial accidents in West Ger¬ 
many daily. 

The drive for surplus value leads to a growing 
number of industrial injuries at capitalist enter¬ 
prises in developing countries as well. In Turkey, 
for example, industrial accidents take a toll of up 
to 1,500 lives every year, while tens of thousands 
of workers are crippled. 








Chapter Six 
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Surplus value is created by 
workers in industry, agriculture, 
construction and other branches 
of material production. It does not 
accrue solely to the capitalists who 
invest in these industries. It is 
distributed among other groups of 
exploiters as well, such as mer¬ 
chants, bankers, big landowners. 
They all vie for surplus value as 
it is a source of their enrichment. 
In a bitter competitive struggle, 
each of them tries to win a bigger 
piece of the pie. In bourgeois 
society, as the French writer Emi¬ 
le Zola wrote, money is everything, 
money is God, money is king, 
money is dearer than blood, money 
is revered for its unlimited power, 
and the vain pricks of human con¬ 
science are cast aside. 
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Profit. Capitalists investing in material pro¬ 
duction receive their surplus value first. These 
are industrialists and entrepreneurs who exploit I 
hired labour in agriculture, construction and 
other productive branches of the economy. 

Every capitalist markets the output of his en¬ 
terprise. The sale of his output gives him a 
certain sum of money. Out of this sum he 
first and foremost recoups his expenses or the 
costs of production. These costs include the money 
he expended in buying the means of production 
and paying wages to the workers. These outlays 
demonstrate what it cost the capitalist to pro¬ 
duce the commodity. 

The total revenue accruing from the sale of 
output is greater that the total costs of its pro¬ 
duction. There is a certain residual that is the 
capitalist’s profit. Profit is money that accrues 
to the capitalist after all costs of production 
have been deducted from the total revenue, i.e., 
it is the difference between the total revenue 
and the total costs of production. This is the 
external shape of profit. 

What makes the substance of profit? 

As we have learned, the cost of any commodity 
breaks down into three components: (1) the 
value of constant capital (c ); (2) the value of 
variable capital (v ); and (3) surplus value (m). I 
Hence the value of a commodity is calculated as 
t = c+v-\-m. The first two components com- 
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bined (c+p) give us the costs of production. 
The difference between the value and the costs of 
production is t—(c+v). As t = c+v + m, then 
t— (c+ v) = (c+ v + m) — (c + v) = m. This residual 
m is surplus value. As we have seen, the 
capitalist appropriates this residual as his reward 
or profit. Under this name it enters his books, 
profit and loss accounts, balance sheets. Pro¬ 
fit, thus, is a form of surplus value. Manu¬ 
facturers and other capitalists investing capital 
in material production receive surplus value 
in the form of profit. 

Profit conceals the exploitive essence of surplus 
value. When measuring the profitability of his 
enterprise, the capitalist compares the profit 
with the total advanced capital. The greater the 
return on each dollar of capital invested in 
production, the more profitable the enterprise. 
The assessment of profitability whereby profit is 
measured against total capital invested in 
production creates the impression that profit is 
produced by total capital. Such an interpreta¬ 
tion of profit takes no account of the difference 
between constant and variable capital, that is, 
conceals the actual source of surplus value. 
Surplus value in the form of profit is seen as 
produced not by variable, but by total advan¬ 
ced capital. 

The Rate of Profit. To receive more surplus 
value, the capitalist tries to raise the profitability 
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of his enterprise. He resorts to all means available 
to ensure the most favourable terms for his 
capital employed in production. To compare 
the profitability of capital invested in different 
branches of production, the rate of profit is 
calculated. 

The rate of profit is calculated as a ratio of 
surplus value to the total advanced capital 
expressed as a percentage: p' = jf- x 100 = 
= 100, where p' is the rate of profit 

and K is advanced capital. 

Let us suppose that a certain advanced cap- 
ital is equal to 100,000 dollars. Its constant 
and variable parts are, respectively, 85,000 dollars 
and 15,000 dollars. Suppose that it produces 
surplus value equal to 20,000 dollars. The rate 

of profit, then, is 20 x 100= 10%. The 
85 + 15 

rate of profit in developed capitalist coun¬ 
tries is, indeed, approximately 20 per cent. 

The rate of profit is determined by several 
factors. The principal one is the rate of surplus 
value. The higher the rate of surplus value, 
the higher the rate of profit. The direct 
connection is due to the fact that an increase 
in the rate of surplus value induces an increase 
in the mass of surplus value, which, in turn, 
increases the rate of profit. Therefore, all 
methods used to raise the rate of surplus value 
raise the rate of profit as well. 
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Another factor contributing to an increase in 
the rate of profit is a change in the composition 
of capital. Inasmuch as surplus value is pro¬ 
duced solely by variable capital, a greater share 
of variable capital in total capital results in 
an appropriate growth in the mass of surplus 
value and, through it, in the rate of profit. 
Accordingly, a decrease in the share of var¬ 
iable capital lowers the rate of profit. The 
fact that the capitalist tries to economise 
on constant capital also tells on the rate of 
profit. One example is reducing expenditure on 
safety measures and work conditions. As part of 
the advanced capital is thus released, the costs 
of production decrease and the rate of profit 
increases correspondingly. 

Still another factor increasing the rate of 
profit is the velocity of capital turnover. A shorter 
turnover period produces more profit. 

The Average Rate of Profit. Every capitalist 
wants his capital to produce a higher rate of 
profit than his rival’s. As it turns out, equal 
capitals have different composition. At some 
enterprises the share of variable capital is higher, 
at others-the share of constant capital. There¬ 
fore, advancing equal capital, capitalists receive 
different profits; hence their rate of profit is also 
different. 

Let us suppose that 100,000 dollars has been 
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invested in a shoe factory and 100,000 dollars 
in a machine-tool plant. For the footwear 
industry, the organic composition of capital is 
50,000 dollars of constant capital and 50,000 
dollars of variable capital. In the machine-tool 
industry, due to its higher level of techno¬ 
logy, the share of constant capital is greater 
than that of variable capital: let us say 90,000 
dollars and 10,000 dollars respectively. For the 
sake of simplicity, let us assume that the total 
value of constant capital is transferred to the 
output over one year. For each enterprise the 
cost of production is 100,000 dollars. Assuming 
that the rate of profit for each industry is 100 per 
cent, the shoe factory will produce 50,000 dollars 
of surplus value, with the total value of output 
of 150,000 dollars (fi =c+£' + m = 50,000 f 
50,000 + 50,000=150,000) and the machine- 
tool plant will produce 10,000 dollars of surplus 
value with the total value of output equal to 
110,000 dollars (t 2 = c + v + m = 90,000 + 
+ 10,000 + 10,000 = 110,000). 

As it turns out, the owner of the shoe factory 
has a 50 per cent rate of profit ip' = M —. x 
x 100 = x 100 = 50%), while the c owner 

of the machine-tool plant has only a 10 
per cent rate of profit ip' = m — ——— x 

K . . c + v 90+1 ? 
x 100=10%). And this with equal capital 

expenditures! 
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The owner of the machine-tool plant will not 
put up with this situation, of course. He will 
reduce the output of machine-tools and invest 
the capital thus released in the footwear in¬ 
dustry. As a result, the supply of machine-tools 
will fall and their market prices will rise to 
over their value. The supply of footwear will 
increase and its price will fall below its value. 
Capitalists will go on pumping capital out of the 
machine-tool industry and investing it in the 
footwear industry until the two industries begin 
to bring in equal profit, that is, until the rate 
of profit in both industries is equalised. In 
our example, it must be 25 per cent. Then 
100,000 dollars invested in the footwear industry 
and 100,000 dollars invested in the machine- 
tool industry will yield an equal profit of 
25,000 dollars. This figure is not equal to that 
of surplus value produced at each of the respec¬ 
tive enterprises, for the owner of the ma¬ 
chine-tool plant will receive 15,000 dollars more, 
and the owner of the shoe factory 15,000 
dollars less than the surplus value produced by 
the workers of the respective enterprise. 

We have considered the process of equal¬ 
isation of the rates of profit on the example of 
two industries: the machine-tool and the foot¬ 
gear. The same process occurs throughout the 
national economy. Competition between in¬ 
dustries leads to equal capitals in all industries 
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producing approximately equal profits. Only this 
makes capital investments in any industry equally 
profitable, and this is an indispensable condition 
for the existence and development of capitalist 
production. 

Equalisation of the rates of profit in all 
industries leads to a certain average rate of profit 
established for all the capitalists. It is calculated 
as the ratio of the aggregate surplus value, 
produced by the entire working class, to the 
aggregate social capital invested in the entire 
economy; it is expressed, like the individual 
rate of profit, in per cent. This means that, as 
the rate of profit is equalised, surplus value 
is redistributed among the capitalists. 

All the capitalists begin to derive profit at 
this average rate-in the footwear, machine-tool, 
sewing, iron-and-steel, shipbuilding, and other 
industries. This average rate of profit is the 
concrete form of surplus value accruing to the 
capitalists who invest in material production. 
It ensures redistribution of the aggregate surplus 
value among the capitalists in accordance with 
the size of the capital investment. It signifies 
the capitalists’ community of interest in exploiting 
the proletariat, for the higher the degree of 
exploitation of the working class, the greater 
the mass of surplus value produced throughout 
the society, and, hence, the more surplus value 
accrues to each particular capitalist. So it turns 
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out that the workers are exploited not only by 
the owner of their particular enterprise but, 
in fact, by the entire class of capitalists. 

The mechanism of the formation of the aver¬ 
age rate of profit explains why the capitalist 
begins to sell commodities not at their value. 
Prices charged for commodities are based on 
production costs and the average profit on ad¬ 
vanced capital. Capitalist production costs and 
average profit combined are the price of production 
of the commodity. Commodities produced at 
capitalist enterprises are sold at the price of their 
production. It is through the price of production 
that every capitalist receives his share of the 
aggregate surplus value produced by workers’ 
unpaid labour. 

Does the price of production contradict in 
some way the operation of the law of value? 
Definitely not. Under capitalism, the price of 
production is but another, converted, form of 
value. Ultimately, all the elements comprising 
the price of production are determined by value. 
The sum of all prices of production on the 
scale of society is equal to the sum of all 
the values of commodities. Accordingly, the sum 
of profits is equal to the aggregate mass of 
surplus value produced. 

Commercial Profit. Owners of factories and 
mines do not sell the output of their enter- 
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prises over the counter but wholesale to merc¬ 
hant middlemen for resale to consumers. 

For wholesale and retail transactions merchant 
capitalists advance capital (distinguished as spec¬ 
ific, commercial capital), which is expended 
in building and equipping shops and in whole¬ 
sale purchasing of goods for resale. Merchants 
study the demand for particular commodities 
and advertise them. They hire salesmen and 
accountants for work in retail and wholesale 
outlets. In the early 1980s, 16.4 per cent of 
the total number of the gainfully employed 
in all major capitalist countries were engaged 
in trade; the figure for the USA was about 
20 per cent, for Japan 22 per cent, and for 
France 15 per cent. 

Having invested capital in trade, the merchant 
must recoup his expenses and derive an average 
profit. Unless he is able to do so, he will not 
invest his capital in trade, for the trading busi¬ 
ness will be unprofitable for him. 

Whence the merchant’s profit? Trade itself 
is a non-productive economic activity: it creates 
neither value nor surplus value. 

Merchants extract profit from the surplus val¬ 
ue created by wage workers in material pro¬ 
duction. Capitalist manufacturers let them have 
part of this surplus value, but not willingly, 
of course. 

The fact is that, if there were no merchants, 
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manufacturers would have to sell commodities 
produced at their enterprises directly to the con¬ 
sumer. To do that, they would have to maintain 
shops complete with equipment, promote sales, 
seek new markets, etc. In short, they would 
have to engage in retail trade confined to 
selling their own output, and selling in small 
quantities involves considerable expense, so that 
they would rather lose than gain. Conversely, 
merchants operate on a large scale, for they 
buy and sell goods supplied by many manu¬ 
facturers. They have gained experience in 
trading; they employ competent, specially 
trained staff. They can therefore carry on trade 
with much less expenditure than manufacturers. 
Under these conditions, manufacturers find it 
more profitable to leave it to merchants to 
channel their commodities to customers. Mer¬ 
chants, however, will not do it for a song, they 
must have their reward—so manufacturers must 
give them part of the surplus value produced 
at their enterprises. 

A simple illustration will make this clear. 
Suppose a certain hypothetical manufacturer ad¬ 
vances 800 dollars of capital daily. The daily 
return on this capital is 200 dollars. The price 
of the entire daily produce is, then 1,000 
dollars. With the output of 1,000 units, the 
price of a unit of output is 1 dollar. The 
manufacturer sells his output to a certain mer- 
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chant wholesale. In trade transactions, the 
merchant expends capital equal to 200 dollars. 
Having expended a certain capital and sold 
the goods to consumers, the merchant expects a 
profit on his capital. He would only agree to 
sell commodities on the condition that he 

% 

makes the same profit as the manufacturer does. 
Under these conditions, the average rate of 
profit must be calculated as a return not only 
on industrial but on commercial capital, too: 
p' = x 100 = *°° x 100 = 20%. The 

H K 800+200 0 


manufacturer’s profit is 160 dollars (800 dollars 
x 20% = 160 dollars); the merchant’s profit is 
40 dollars (200 dollars x 20% = 40 dollars). 

For the merchant to make a profit, the man¬ 
ufacturer must sell him his output at a price 
below the price of production. And the merchant 
agrees to buy the commodity from the manufac¬ 
turer only on condition that the latter sells the 
lot at a price of 96 cents, not 1 dollar per 
unit (that is, 4 cents below the price of commod¬ 
ity production). As a result, the manufacturer 
will get 960 dollars. Meanwhile, the merchant 
will sell the goods at the price of production, 
i.e., at 1 dollar per unit, so that he will 
receive 1,000 dollars for the whole lot. The 
difference between his total revenue and his 
total expenses is 40 dollars, which is the cap¬ 
italist merchant’s commercial profit. Its source, as 
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we have seen, is a part of surplus value which 
the manufacturer granted the merchant in the 
difference between the buying and selling prices. 

Thus the capitalist merchant, too, has a slice of 
the surplus-value pie on a par with the manu¬ 
facturer, in the form of commercial profit, 
which is the part of surplus value given to him 
by the former for realising his commodities. 
Together with manufacturers, merchants exploit 
wage workers, waxing rich on their unpaid 
labour. Their joint exploitation of wage labour 
lays the foundation for class solidarity of these 
two groups of the bourgeoisie. 

The merchant capitalist pays distribution costs 
of two types out of surplus value: net costs, 
i.e., expenses involved in the sales, advertising 
and keeping accounts. Overall, they come to 
over two-thirds of the total distribution costs. 
These operations, which involve change in the 
form of value, are not productive, as they do 
not produce new value. Therefore, net costs 
do not add to the value of commodities and 
can only be compensated out of the surplus 
value created in production. To gain this surplus 
value the merchant reduces the purchase price, 
at which he buys commodities from the manu¬ 
facturer, even more. The markup, i.e., the 
difference between the purchase and retail 
prices at which the commodities are sold to 
consumers, is accordingly increased. 
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Distribution costs of the second type are ex¬ 
penses involved in continuing the process of 
production in the sphere of circulation of goods: 
transportation, storage, packaging, etc. These 
are similar in nature to production costs, so 
they add to the value of goods. 

The merchant receives his share of the surplus 
value created in production from the markup. 
This comprises a substantial fraction of the retail 
price of goods; in the USA, for example, it 
reaches 40 per cent. 

Capitalist merchants make substantial profits 
from exploiting workers, peasants and artisans 
as consumers. One way to expropriate from the 
working people part of their necessary product 
is to sell consumer goods at prices above their 
value. Another way is to cheat consumers in 
measuring and counting money and to sell low- 
grade goods. The same end is reached by buying 
goods from peasants and artisans at low prices, 
while selling them afterwards at high prices. 

By trading in arms-one of the most parasi¬ 
tical types of trade capitalists secure constantly 
increasing profits. Militarised capitalist eco¬ 
nomies, reflecting the imperialist powers’ desire 
to intensify preparations for a new world war, 
provide for constant increases in the scale 
of this dirty business. The capitalist countries’ total 
arms sales revenues for 1952 were 300 million 
dollars. In the late 1970s, annual arms sales 
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revenues reached 25 billion dollars. The United 
States is one of the largest arms manufacturers. 

Foreign trade is a highly profitable area of 
merchant activity. Capitalists in developed 
countries benefit most from trade with newly 
independent states, selling them manufactured 
goods at high prices and buying their raw ma¬ 
terials and other traditional products at low 
prices. Capitalists use these price scissors to 
rob newly independent countries of their na¬ 
tional wealth. 

The price scissors widen in time. Whereas in 
1960 developing countries could buy 13 tons 
of oil for the sum gained by selling one ton 
of bananas, in 1982 the sales revenue of one 
ton of bananas could buy only 1.6 tons of oil. 
Similarly, in 1959 one 60 hp tractor cost 24 
tons of sugar, while in the late 1982 it cost 
115 tons of sugar. Over the same period, the 
cost of a lorry capable of carrying 7-8 tons 
of load rose from 6 to 26 tons of jute fibre, a 
4.3-fold increase. In 1960, the sale of one ton 
of coffee to a developed capitalist country bought 
37.3 tons of mineral fertilisers from it, and in 
1982, one ton of coffee bought only 15.8 tons 
of fertilisers, i. e., 2.4 times less. 

The governments of the developed capitalist 
countries engage in open protectionism to secure 
their capitalists more profit in trade with de¬ 
veloping countries. Government subsidies to cap- 
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italists, import tariffs and quotas, various techni¬ 
cal requirements and sanitary regulations im¬ 
posing barriers to imports from developing 
countries, as well as other discriminatory de¬ 
vices are among the instruments of protection¬ 
ism. In general, all these forms of protection¬ 
ism tend to serve two main purposes. First, 
they secure privileges for imports from developed 
capitalist countries in the markets of developing 
states. Second, they restrict the import of com¬ 
modities from developing to developed countries, 
imposing on such imports the most unfavourable 
terms of trade. Protectionism results in greater 
profits for merchant’s capital in developed capi¬ 
talist countries and the strengthening of its po¬ 
sition in trade between developed and develop¬ 
ing countries. 

Loan Interest. From time to time, every 
capitalist falls short of money and has to borrow 
it. He borrows money from other capitalists 
when he buys a large supply of raw materials 
or new machines and equipment, expands or 
modernises existing plants, or builds new ones, 
etc. Suffice it to say that credit transactions 
account for about 95 per cent of all raw ma¬ 
terials and equipment sales and for 60 per cent 
of all retail trade in the United States. 

Capitalists whose business is granting loans 
to other capitalists are called loaning capitalists. 
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They hold considerable monetary funds, or loan 
capital, whose size is constantly growing. In the 
USA, for example, the total sum of money 
capital in the form of various promissory notes 
amounted to 2 trillion dollars in 1960 and 
grew to 8.3 trillion in 1978. The source of 
loan capital is monetary funds temporarily 
released by the entire class of capitalists, for 
example, those put aside for replacement of 
old machinery, replenishing the stocks of raw 
materials, and other transactions that do not 
involve immediate payment in cash. Money 
income and the savings of peasants, artisans, 
pensioners and other groups of population, too, 
are drawn into loan funds. 

Loaning capitalists grant loans to merchant 
and industrial capitalists to be repaid at some 
specified time in the future. A merchant or a 
manufacturer (investing capitalist) adds the loan 
to his own capital and uses it for exploiting 
the wage workers. As a result, new commodi¬ 
ties are produced. Through their sale, the cap¬ 
italist recoups his expenses and receives an 
average profit. Now he has money to repay the 
loan. But the sum that he will pay the loaning 
capitalist will be larger than the loan. It 
will include a reward that the investing cap- 
italist pays to the loaning capitalist for granting 
the loan. The loaning capitalist would not have 
landed money if it were not for a reward. In 
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the capitalist world, no one will consent to 
lend his capital if he cannot gain interest 
on it; this would be contrary to the very na¬ 
ture of capital, to its unrestricted drive for 
obtaining surplus value. 

In order to repay the loan, the investing 
capitalist has to deduct a certain sum from his 
average profit. The part of profit left to him 
is his enterprise profit. The reward he has to pay 
the loaning capitalist is loan interest. Thus loan 
interest may be defined as a part of the 
average profit that the investing capitalist pays 
the loaning capitalist for granting the loan. 
Since profit is a form of surplus value, loan 
interest, too, is a specific form of surplus value, 
to wit, that part of surplus value which is 
appropriated by the loaning capitalist. Inasmuch 
as the loaning capitalist gains loan interest, 
he is engaged in exploiting wage workers on a 
par with other groups of the bourgeoisie. 

The ratio of loan interest to the size of loan 
capital is the rate of interest. Thus, if a capital 
of 100,000 dollars is lent and the loan interest 
paid on it is 15,000, then the rate of in¬ 
terest is 15 per cent i _ 15 >0°° x 100 — 15° ) 
100,000 0 ’ 

The size of loan interest cannot exceed the 
investing capitalist’s average profit. He will not 
borrow money if the loan interest will consume 
the entire profit and he is not going to gain 
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enterprise profit. On the other hand, loan in¬ 
terest cannot fall to zero either, for then there 
would be no sense for the loaning capitalist 
in granting his money as loans. 

Within these upper and lower boundaries, 
the magnitude of loan interest is determined 
by the ratio between demand for and supply 
of loan capital. The greater the demand, the 
higher the rate of interest which will be paid 
on a loan; and, conversely, the lower the de¬ 
mand, the lower the rate of loan interest. 
As demand for and supply of loan capital tend 
to fluctuate, so does the rate of loan interest. 
In the USA, for example, the rate of interest 
in 1951-1955 was 3 per cent, in 1971-1975, 
7.9 per cent, and in 1976-1980, 9.4 per cent. 

Interest rates reached a record level of 15 
to 20 per cent annually in the height of eco¬ 
nomic crisis in the years 1980-1982. In 1983, 
when the crisis abated to a certain extent and 
the demand for credit began to fall, the rates 
of loan interest declined to 10-12 per cent in 
the USA and 7.5 per cent in West Germany. 

Interest rates are invariably high in develop¬ 
ing countries where there is a great demand 
for capital. Thus, in the great majority of 
developing countries, the interest rate on loans 
granted for the term of up to one year fluctuat¬ 
ed between 20 and 30 per cent in the 1970s. 

The rate of loan interest constitutes an ever- 
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increasing portion of the mass of surplus value. 
According to calculations made by the Ameri¬ 
can economist Victor Perlo, in 1981 payments 
of interest comprised in the USA 36.7 per 
cent of the aggregate surplus value (compare 
to 13.8 per cent in 1929). Loan interest is a 
source of hundreds of billions of dollars of 
surplus value appropriated by financial tycoons. 

International credit operations are highly 
profitable, too, especially for loaning capitalists 
in developed countries, who rob the developing 
countries through credit transactions. 

Banker’s Profit. Banks are major centres of 
loan capital, which operate in all countries. 
In the USA, for example, there are about 13,000 
banks. Major banks deal in colossal monetary 
funds and possess a large number of branches. 
The 500 largest banks of the world control 
an aggregate capital of 7 trillion dollars. In 
1982, the assets of Citicorp, one of the USA’s 
biggest banks, totalled more than 120 billion 
dollars. The total assets of the biggest bank 
of the developing countries, Banco do Brasil, 
exceed 23 billion dollars. 

Banks concentrate merchant and industrial 
capitalists’ free monetary funds and the popula¬ 
tion’s savings. The bank pays a certain interest 
to its depositors for the right to use these 
funds to its own advantage. 
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Banks do not just keep money in vaults. 
They put deposits to advantage by lending 
substantial sums and carrying out other finan¬ 
cial operations. They act as intermediaries in 
payments, issue and sell bonds and other se¬ 
curities, place loans, finance military contracts 
and the arms race, etc. Making use of their 
funds, they ruin competitors in the bitter struggle 
for profits. 

The bank receives a higher loan interest for 
granting loans and all other transactions than 
the interest it pays to its depositors. The 
difference between the interest received and the 
interest paid is the banker's profit. In 1982, 
Citicorp’s banker’s profit reached 1.3 billion 
dollars. Bankers’ profit is actually a form of 
surplus value. Bank owners appropriate a portion 
of surplus value in the form of bankers’ profit, 
and thus they, too, take part in the exploitation 
of the working class. 

Banks of imperialist powers derive particularly 
high profits when carrying out financial 
transactions in developing countries. Thus, profits 
derived by foreign banks in Zaire, Nigeria, 
the Ivory Coast, and Gabon were, in the late 
1970s, often two or three times higher than in 
industrially developed countries. 

Dividend. The total enterprise profit of any 
individually owned business goes to one capi- 
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talist. A joint-stock company (corporation) is 
a different matter: its capital is owned by 
a group of capitalists. It is raised by selling 
shares (shareholders are joint owners of a compa¬ 
ny) and bonds (bondholders are its creditors). 
The capital stock of a company, having incorpo¬ 
rated a number of individual capitals and sav¬ 
ings of small stockholders, is formally owned 
jointly by the entire joint-stock company as a 
single body. Each share or stock testifies to the 
fact that its owner put in certain capital into 
the capital of the joint-stock company. Suppose 
that the capital of a certain company is one 
million dollars divided into 10,000 shares. Each 
share testifies to 100 dollars contributed to the 
capital stock. Thus an investor of 100,000 dollars 
is given 1,000 shares, an investor of 5,000 
dollars is given 50 shares, etc. 

All decisions concerning the management of 
the company are made at the general meetings 
of the shareholders. Since each shareholder has 
one vote for each share of stock he owns, 
big shareholders take decisions promoting their 
own interests on all issues. The major issues 
are related to distribution of profits. The compa¬ 
ny’s enterprise profit breaks down into several 
portions: one to be distributed among the share¬ 
holders, one allocated to pay wages and bonuses, 
and one to meet payments on bonds. Funds are 
also allocated for new investments to expand 
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production, for an increase of reserve capital, 
advertising, tax payments, etc. 

Profit allocated for shareholders is distributed 
among them according to the number of shares 
they own. If 100,000 dollars are allocated for 
distribution among the shareholders, each 100 
dollar share entitles its owner to 10 dollars of 
profit. The 10 dollars are a shareholder’s re¬ 
turn on each one of his shares; it is called 
dividend. An owner of 1,000 shares of stock 
will receive dividends to the amount of 10,000 
dollars, an owner of 50 shares will receive 500 
dollars, etc. Thus we may define dividend as 
the income on shares. In essence, dividend is 
converted surplus value appropriated by capi¬ 
talist shareholders. 

Besides shares, joint-stock companies issue 
bonds certificates of a company’s loan. Bonds 
bear interest at a fixed rate, giving their holders 
the right to share in the company’s surplus 
value. At the expiry of a specified period, 
the company is obliged to redeem the bonds. 

High salaries and special bonuses (tantiemes) 
paid to the company management are another 
form of surplus value appropriation. The biggest 
capitalist shareholders, as well as members of 
their families, their business partners, and a few 
top-echelon officials serving their interests, occupy 
high-salaried jobs inside the company, making 
use of their leading position. In the USA, 
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for example, the salaries of presidents or di¬ 
rectors of giant corporations (specifically in the 
war industry) are often as high as 100,000 
dollars or more a year. This is far above 
any rational payment for managerial activities. 
Business tycoons derive a return on their 
control over the joint-stock company capital 
in the form of high salaries, bonuses and 
pensions. 

Ground Rent. Big landowners, too, claim a 
portion of surplus value. They, too, are an 
exploiter class within bourgeois society and reap 
the fruit of the hired workers’ unpaid labour. 

What is their claim founded upon? As it 
happens, big landowners monopolise the bulk 
of the land. In Britain, for example, they own 
up to 70 per cent of all land. Latifundia 
account for more than 80 per cent of the land 
in Latin America, the size of an estate being 
on average something like 1,269.58 acres (514 
hectares); in El Salvador, a mere two per cent 
of the population own 60 per cent of the 
land. 

In agriculture, land is the principal material 
condition of production and a universal means 
of labour. It is indispensable both for farming 
and livestock breeding. Hence, to be able to 
organise an agricultural enterprise, the capital 
must take hold of a plot of land. He rents 
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from the landowner, who gives it in rent 
on condition that he gets a portion of the surplus 
value that will be produced by the workers 
of this agricultural enterprise. 

The capitalist agrees to this condition; in fact, 
he has no other choice. Should he decline to 
part with a portion of surplus value, the land- 
owner will not lease him the plot of land. 
And without land, the capitalist will not be able 
to exploit agricultural workers, which means he 
will not get any surplus value. 

Once he has rented the land, the capitalist 
hires workers and organises production. He sells 
his output to consumers at the price correspond¬ 
ing to the value of the products. The price 
generally does not fall below this level because 
there are definite limits to the number of cap¬ 
italists investing in agriculture. Due to the pri¬ 
vate ownership of land and to natural limitations 
on land availability, the number of investing 
capitalists in agriculture is limited to those 
who have rented plots of land from landowners. 
There are no other plots available, so there is 
no room for other capitalists, who could increase 
the supply of agricultural products on the mar¬ 
ket and compete with one another. Therefore, 
the agricultural capitalists manage to sell their 
output at value. 

But selling products at value means that the 
entire surplus value embodied in them is realised. 
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Since the proportion of variable capital employed 
in agriculture is high, the aggregate surplus val¬ 
ue exceeds the average profit. Selling his output, 
the agrarian capitalist gains not only the aver¬ 
age profit but also excess surplus value. Part of 
the surplus value he obtains is claimed by the 
landowner. 

The capitalist and the landowner engage in 
bitter competitive struggle. Each tries to get 
hold of a greater part of surplus value. The 
capitalist will not part with more than the surplus 
over and above the average profit. He cannot 
and would not agree to less than average profit; 
he would rather not invest in agriculture but 
would switch his capital over from agriculture 
to another, more profitable branch of the eco¬ 
nomy. Meanwhile, he can give away the excess 
of surplus value since this would not under¬ 
mine his competitiveness. So, this surplus is 
channelled to the landowner in the form of 
rental, or rent. 

The portion of surplus value that the land- 
owner receives as the rental and of which | 
he disposes as he likes is capitalist land rent ; | 
it is the part of the surplus value produced by f 
hired workers in agricultural production and 
appropriated by the owners of the land leased to 
the capitalist entrepreneurs. In the USA, land 
rent makes up about 12 per cent of aggregate 
surplus value. The figure was even higher in 


. 
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1929-16.6 per cent. 

Capitalist rent breaks down into differential 
and absolute ground rent. 

Differential rent arises due to the difference 
between the individual and the average profit 
in agriculture. The difference arises because the 
price of agricultural production is determined 
not by the average conditions of production as 
in all other branches of the economy, but by the 
conditions of production on poor land. But poor 
land alone cannot produce enough to meet the 
demand in agricultural produce. 

Therefore, when a capitalist organises agri¬ 
cultural production on the average and good 
land (i. e., more fertile and better located plots 
of land) the labour of hired workers proves to 
be more productive. Hence the difference 
between individual and average profit. Ac¬ 
cordingly, the individual costs of production 
are lower than average as a result of the more 
productive labour. The difference causes an 
mcrease in individual profit to above average 
profit, the excess going to the landowner in the 
form of differential ground rent. 

Absolute ground rent arises due to the differ¬ 
ence between the cost and the price of agri¬ 
cultural production. On all plots of land- 
' v hether poor, average, or good the price of 
Production is higher than total costs. Absolute 
re nt accrues to all landowners, while differential 

IJ. 
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rent accrues to the owners of good and average 
plots of land only: it is not created at all on 
poor land. 

Dirty Business. To gain surplus value, 
capitalists often violate the law and break moral 
standards. Corruption, fraud, and speculation 
are nothing out of the ordinary. Businessmen 
have no scruples about dealing with gangsters, 
blackmailers and extortioners. They derive sub¬ 
stantial profits from brothels and gambling dens. 

Traffic in narcotics is quite a booming en¬ 
terprise. In the USA alone, the volume of this 
dirty business, thriving at the expense of normal 
life and the happiness of millions upon millions 
of people, has reached 45 billion dollars a year. 
Over the two past decades, the number of 
teenage addicts has increased 16-fold. The aver¬ 
age rate of profit of drug peddlers is 700 per cent. 

Profits on capital invested in dirty businesses 
have reached astronomical sums. According to 
calculations made in the USA, capitalists ap¬ 
propriate a substantial portion of the 125 bil¬ 
lion dollars derived annually from illegal activ¬ 
ities, plus 175 billion dollars more from semi¬ 
legal economic activities. 

Some businessmen in developing countries, 
too, have joined in. There was a trial in An¬ 
kara in late 1983 of three major businessmen, 
presidents of private banks in Turkey, who were 
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charged with conducting illegal gold and hard 
currency transactions on the black market. From 
1980 to 1983, they handled a total of 90 tons 
of contraband gold. 

The Exploiters’ Unity of Interests. As we 

have seen, surplus value takes on various forms 
in bourgeois society: the manufacturer’s enter¬ 
prise profit, commercial or merchant’s profit, 
loan interest, dividends, rent, etc. Each group 
of capitalists acquire surplus value in one of the 
above forms. No matter what its form, surplus 
value ends up in the vaults of those who do 
not have to work for a living, those who live 
off the working people’s labour and are, as such, 
a force hostile to the workers. 

Since there is one source of surplus value- 
the labour of the exploited working class, it is 
evident that all groups of capitalists who derive 
surplus value partake in exploiting the workers. 
They act as a single front in their striving 
to intensify exploitation, to bring it to maxi¬ 
mum. They all have an equal stake in en- 
, croaching on the workers’ vital rights, in plun¬ 
dering developing nations, in fighting to pre¬ 
serve the bourgeois system. 

Inasmuch as the capitalists as a single body, 
as the class of exploiters, oppose the proletariat, 
the proletariat must maintain unity and cohesion 
in its ranks in order to win success in the 
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struggle against capital. Only in this case will 
the proletariat be able to further its positions 
and eventually to overthrow the domination of 
the bourgeoisie. 

Marx’s Scientific Theory of Surplus Val¬ 
ue. Karl Marx developed a scientific 
theory of surplus value. Its fundamental tenets 
are exposed in his eminent works Capital', 
The Theory of Surplus-Value; Wage Labour and 
Capital; Wages, Price and Profit, and in several 
other works. 

While pre-Marxian classical economics dealt 
mostly with particular forms of profit, Marx 
went further. Behind the numerous external 
forms of income gained by the capitalists and 
landowners he was able to see the common 
content-surplus value. Marx was the first in 
the history of political economy to reveal the 
essence of surplus value and to show its role 
in the bourgeois economy. 

A great merit of Marx’s is the clear-cut 
differentiation between labour and labour power. 
This allowed Marx to analyse the process of 
the production of surplus value and to reveal the 
nature of capitalist exploitation. Marx demon¬ 
strated the source of surplus value and explained 
its origin. 

In Marx’s works, in particular in Capital 
surplus value is examined as a dynamic process. 
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Marx showed that capital strives for constan¬ 
tly increasing surplus value. He outlined the 
means and methods of intensifying capitalist 
exploitation, described surplus value distribution 
and its use for increasing the bourgeoisie’s 
wealth and economic power. 

From the analysis of the production, distrib¬ 
ution, and use of surplus value, Marx went 
further to formulating, for the first time in 
history, the law of surplus value. He proved 
that it is the fundamental economic law of the 
capitalist mode of production. He wrote: “The 
directing motive, the end and aim of capitalist 
production, is to extract the greatest possible 
amount of surplus-value, and consequently to 
exploit labour-power to the greatest possible 
extent.” 1 

Marx’s scientific theory of surplus value was 
an immense contribution to the benefit of 
mankind. It ranks high in Marx’s system of 
views on the history of society. As Lenin put 
it, “the doctrine of surplus-value is the corner¬ 
stone of Marx’s economic theory”. 2 Marx’s 
theory of surplus value reveals the fundamental 


1 Karl Marx, Capital, Vol. I, Progress Publishers, 
Moscow, 1974, p. 311. 

2 V. I. Lenin, “The Three Sources and Three Compo¬ 
nent Parts of Marxism”, Collected Works, Vol. 19, Progress 
Publishers, Moscow, 1980, p. 26. 






184 


What Is Surplus Value? 


principles of capitalist production, shows the 
causes of the antagonistic contradictions between 
the bourgeoisie and the proletariat, and proves 
that the overthrow of capitalism and the so¬ 
cialist revolution are inevitable. 

The bourgeoisie and its ideologues see a threat 
to the bourgeois rule in Marx’s theory of surplus 
value. As soon as his theory appeared, it was 
opposed by bourgeois apologists, who counter- 
posed their own unscientific concepts to Marx’s 
scientific tenets. All of these bourgeois concepts, 
as we have noted, are used by their authors 
to conceal the nature and sources of profit, 
to mask its exploitive essence, to justify the 
capitalist system, and to prove that there is a 
harmony of class interests in bourgeois society. 
Life supplies ever new evidence to the effect 
that the bourgeois concepts of profit are incon¬ 
sistent and that Marx’s theory of surplus val¬ 
ue is the only scientific theory; it is a power¬ 
ful weapon in the hands of the working class. 








Chapter Seven 


MONOPOLY DOMINATION: 

ITS EFFECT ON PRODUCTION 
AND THE APPROPRIATION OF 
SURPLUS VALUE 


W hen the 19th century drew to 
a close, world capitalism entered 
its last, imperialist, stage. Lenin, 
the great follower of Marx and 
Engels, developed a scientific 
theory of imperialism. 

As a mode of production, im¬ 
perialism retains all the basic fea¬ 
tures of capitalism. Meanwhile, it 
develops some new features. The 
basic ones are the following: (1) the 
high concentration of production 
and formation of monopolies; (2) 
the merger of monopoly banking 
and industrial capital to create 
finance capital and financial oli¬ 
garchy; (3) the export of capi¬ 
tal; (4) the economic division of 
the world among monopolistic 
unions of capitalists; and (5) the 
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completion of the territorial division of the 
world. 

As ever before, the goal of capitalist production 
in the imperialist stage is extracting maximum 
surplus value. However, the new features that 
develop in the capitalist economy at its im¬ 
perialist stage effect a number of important 
distinctions in the production and distribution 
of surplus value. There is a vast increase in 
the scale of surplus value production and in 
the degree of the capitalist exploitation of the 
proletariat. 

Monopoly Domination. The basic changes 
in the production and appropriation of surplus 
value under imperialism are brought about by 
monopoly domination; monopolies, in fact, shape 
the economic life of capitalist countries and 
wield immense economic power. 

A monopoly is a veritable capitalist giant. 
It disposes of huge capital and exploits an 
enormous number of workers. The American 
corporation Exxon is one of the world’s biggest 
oil monopolies. Its annual turnover exceeds 
100 billion dollars. Other giant monopolies in¬ 
clude Mobil Oil and General Motors in the 
USA (annual turnover of over 50 billion dollars 
each), British Petroleum in Britain, Toyota 
Jidosha Kogyo in Japan, Volkswagen werke 
in West Germany, and ENI in Italy. Mono- 
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polies are beginning to play an ever greater 
role in developing economies. Already in 1981, 
18 of the 500 major industrial monopolies 
came from six developing countries in Latin 
America. 

Monopolies’ economic power arises due to the 
fact that they concentrate in their hands a con¬ 
siderable part of production in one or several 
industries. They have a decisive say in imple¬ 
menting inventions and innovations, and in the 
use of skilled labour. They dominate the market 
and dictate terms for the marketing of finis¬ 
hed goods. In the USA, which has over 
1,665,000 businesses, a mere 200 monopolies 
account for 43 per cent of all manufactured 
goods. In Mexico, 50 finance and industrial 
corporations control 300 of the largest enter¬ 
prises which account for up to 45 per cent of 
the country’s GNP. 

Initially, a monopoly was established by a 
union of several individual capitalists within 
one industry. Today, powerful monopoly associa¬ 
tions are formed, embracing several industries. 
At the beginning of the 20th century, there 
existed only one monopoly with a capital of 
1 billion dollars; in the mid-century, there were 
four such monopolies; and in 1982, the “billion- 
dollar club” comprised 730 corporations. 

Monopoly Price. Because of their control 
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over the national economy, monopolies can 
manipulate prices so as to appropriate maximum 
surplus value. 

Monopoly prices fall into two types. The 
first is the price at which a monopoly sells 
its output; it is always higher than the cost 
of production and the value of the product. 
The second is the price at which a monopoly 
purchases raw materials and other necessary 
commodities-a price that is always lower than 
the commodities’ social value. 

Once a firm has gained a monopoly position 
in a particular industry, it dictates the prices 
in this industry. Its first move is to raise the 
market price of its own output. At the same 
time, it tries to keep down the purchase price 
of the commodities it buys. Monopolies impose 
the low price level on economically weak nations 
and small producers for goods they export. 
Monopolies make use of the price mechanism 
to extract double profit over purchase and 
over sale: as a consumer buying at the low 
monopoly price, and as a seller charging the 
high monopoly price. 

Monopolies establish market prices at the 
most profitable level for themselves, imposing 
them on their partners. 

But why do they succeed in this? 

Under pre-monopoly capitalism, each buyer 
faced many sellers. A buyer who wanted a par- 
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ticular product could either buy it from a 
certain seller or, if the price was too high, 
from one of this seller’s competitors. Eventually, 
he managed to buy what he wanted. Free 
competition effected price fluctuations; there¬ 
fore, capitalists found it profitable to adjust 
prices to market conditions. 

Things are quite different under imperialism. 
Since monopolies are in complete command 
of most of the commodity production, they dic¬ 
tate terms to the consumer. On every buying occa¬ 
sion a customer is faced with commodities sold 
by a monopoly. The monopoly will not lower 
the price of its output for that would be 
contrary to its goal of maximising profits. 
Hence the customer must either buy the goods 
in question from the monopoly or just do 
without them. That is, he must pay the price 
charged by the monopoly, buying the com¬ 
modity at the high monopoly price. 

A seller to a monopoly finds himself in a 
similar situation. He either has to sell his output 
at the low monopoly price or the sale will 
not take place, and the seller, unable to rea¬ 
lise his output, will be ruined. The threat 
of ruin makes him yield to the monopoly’s 
pressure and accept the low selling prices imposed 
upon him. 

To maintain market prices at the monopoly 
level, monopoly associations use a wide range 
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of measures, restricting the entry of goods to 
the market, on the one hand, and stimulating 
the demand for these goods, on the other. 
With government aid they impose barriers to 
imports. Purchases on credit are greatly en¬ 
couraged. Government contracts (specifically in 
the war industry sector) acquire ever greater 
dimensions. Due to all these factors, monop¬ 
olies can maintain prices at the most pro¬ 
fitable level and earn extra-high profits. 

Monopoly Profit. Selling at high monopoly 
prices, a monopoly derives considerable means. 
The bulk of it goes to cover the costs of 
production. The residue is the profit of this 
monopoly, or monopoly profit. 

Monopoly profit consists of three important 
elements. The first is average profit. It accrues 
to all monopolies by virtue of their capitalist 
nature. It is calculated, for all capitalists, upon 
the magnitude of the advanced capital. The 
second element is its extra or excess profit. It 
accrues to a monopoly due to the difference 
between the social and the individual prices 
of production, which, in turn, is the result 
of a higher than average labour productivity 
achieved at individual enterprises. The third 
element is monopoly superprofit. It arises as the 
difference between the monopoly price and the 
price of production. Its lower boundary is the 
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price of production; its higher magnitude gene¬ 
rally exceeds the value of output. 

Monopoly superprofit incorporates the extra 
profit created and appropriated by methods 
specific to imperialism. It is essentially monop¬ 
oly domination and unrestricted power of 
monopoly capital realised economically. In the 
words of Lenin, “monopoly yields superprofits, 
i.e., a surplus of profits over and above the 
capitalist profits that are normal and customary 
all over the world”.' 

Thus monopoly profit is far above the aver¬ 
age profit, to say nothing of the profit of 
a non-monopolised firm. Monopoly associations 
of capitalists are able to gain the lion’s share 
of all the profits of capitalist production. Thus 
629 monopoly giants with the capital stock 
of over 1 billion dollars each drew 59 per 
cent of the total corporation profits in 1978. 
Their rate of profit was 2 to 3 times that 
of the corporations with the capital stock of 
less than 10 million dollars. The rate of profit 
is particularly high for monopolies in the war 
industry. 

Monopolies Intensify the Exploitation of 
the Proletariat. One of the important sources 

V. I. Lenin, “Imperialism and the Split in Socialism”, 
Collected Works, Vol. 23, Progress Publishers, Moscow. 
I<J 74, p. 114. 
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for a monopoly’s superprofits is the un¬ 
precedented exploitation of the working 
class. 

By virtue of its economic power, a monop¬ 
oly is able to intensify exploitation at its 
enterprises to the greatest possible degree. Monop¬ 
oly capital employs the most sophisticated 
methods of producing absolute and relative 
surplus value. Economic pressure on the work¬ 
ing class continues to increase. A monopoly 
uses overtime job schemes more than any non- 
monopolised, competing capitalist firm. Its 
enterprises have the highest labour intensity 
and employ the most ruthless sweating systems. 
To intensify exploitation, a monopoly employs 
the latest machinery and organisational tech¬ 
niques. 

In their harsh exploitation of the working 
class, monopolies derive more surplus value 
than competing firms. A monopolist does not 
have to share surplus value with other cap¬ 
italists. Monopoly domination prevents the 
drawing of this surplus value within the 
process of profit equalisation among all in¬ 
dustries. By monopoly pricing, monopolies can 
realise and appropriate the entire surplus 
value produced at their enterprises, thus further 
increasing their economic might and superiority' 
over other firms. 
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Monopolies Increase Excess Surplus Val¬ 
ue. Monopolies substantially increase the pro¬ 
duction of excess surplus value. Concentrating 
in their hands immense financial means, they 
significantly outstrip small and average business¬ 
men in expenditure on technological im¬ 
provements; they are in the lead in the im¬ 
plementation of R & D projects. 

At present, only monopolies have the finan¬ 
cial power to support extensive research projects. 
Note that the R & D and serial production 
of the first generation of colour TV sets 
consumed 125 million dollars. Today, the devel¬ 
opment of a new generation of computers 
requires the staggering sum of 750 million 
dollars. Spending more on the development 
of new technology, monopolies are able to 
employ more powerful and up-to-date machinery 
and equipment, and more modern methods 
and organisational techniques than small and 
medium-scale capitalists. 

Technological superiority leads to advantages 
in labour productivity. Hence labour productiv¬ 
ity at major American manufacturing industry 
enterprises is 1.5 times greater than at small 
ones. Therefore, a monopoly produces con¬ 
siderably more excess surplus value than a 
non-monopolised firm. Appropriating excess sur¬ 
plus value, monopolies constantly increase their 
wealth. 
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Prior to imperialism, capitalists earned excess 
surplus value on a temporary basis. Monopo¬ 
lies, on the other hand, strive for the constant 
maximisation of surplus value; they therefore 
try to usurp the fruits of technical progress. 
By virtue of their dominating position, they mo¬ 
nopolise major achievements in science and 
technology. They clamp down on any at¬ 
tempt to learn about their technological know¬ 
how. In so doing, they secure long-term 
technological superiority and, consequently, the 
advantage of obtaining excess surplus value. 

Monopoly Superprofits and Their 
Sources. Every monopoly’s goal is to obtain 
superprofits. With this goal in mind, monopolies 
establish and sustain a position of supremacy 
in the economy. Superprofits account for their 
ever-growing wealth and superiority over other 
firms. 

Monopoly superprofits bring into a bold relief 
the results of excessive exploitation that monop¬ 
olies practise both domestically and abroad. 
Monopoly superprofits are the consummation 
of plunder, coercion and violence. Monopoly 
superprofits are a major component of the 
aggregate profit of monopolist associations. An 
examination of its composition and sources 
explains why the aggregate monopoly profit 
is so great as to exceed the average profit 
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and the surplus value produced at respective 
monopolised enterprises. 

Monopoly superprofits consist of several major 
components. 

One is the extra surplus value produced 
by hired labour at monopoly enterprises. This 
extra surplus value is a result of vastly inten¬ 
sified exploitation of workers by monopolies. 
It is far more harsh and severe than in 
other firms. Consequently, more surplus value 
is squeezed out. All of this surplus value goes 
to monopolies: they dp not have to share it 
with other capitalists. 

Monopolies want more than just surplus val¬ 
ue. They rob their hired workers of a part 
of the value of their labour power. This is 
achieved by means of constantly increasing the 
gap between the value of labour power and 
the wages paid to wage workers-the owners 
of labour power. Monopolies openly encroach 
upon the workers’ vital interests. When fixing 
wages, monopolists take account neither of the 
growing cost of living of workers and their 
families, nor of the growing expenditure of 
Workers’ physical and intellectual strength caused 
by constantly intensified labour. No allow- 
a nces are made for inflation, although infla- 
honary processes have the gravest effect on the 
Workers’ position. In fact, monopolies make the 
Workers bear the brunt of economic crises. 


I3> 
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Monopolies bring ever-increasing pressure to 
bear on the workers as consumers. Through 
high monopoly prices, they cut off an ever 
greater portion of the workers’ wages. There 
are constant increases in the prices of food, 
clothing, footwear, and other important items. 
The costs of housing, education and medical 
assistance increase over the years both for 
workers in monopolised and in competing 
firms. All workers alike are forced to give 
away part of their wages for the benefit 
of monopoly plunderers, thus adding 
to monopoly superprofits. 

Monopoly pricing results in the monopolies’ 
appropriation of a portion of the surplus value 
produced by wage workers at other enterpri¬ 
ses. Monopolies purchase the output of these 
firms at low monopoly prices; that means 
that small and middle capitalists lose a cer¬ 
tain share of the profit, while monopolised 
firms acquire some extra income. Meanwhile, 
competing firms buy monopolies’ output (ma¬ 
chine-tools, petroleum, electronic devices) at high 
monopoly prices. They are forced to buy at 
these cut-throat prices, invariably losing a frac¬ 
tion of their income and adding to the mo¬ 
nopolies’ superprofits. This redistribution of 
surplus value is, understandably, accompanied 
by a bitter competitive struggle in which 
monopolies invariably come out the winner. 

il 
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Through monopoly pricing, monopolies also 
manage to win over a portion of the surplus 
value appropriated by the merchants and 
loaning capitalists as well as the landlords. 
What happens here is the stronger exploiter 
robbing the weaker exploiter of a part of 
what the latter has stolen from the working 
people, or the case of the crooked stealing 
from the crooked. 

A portion of monopoly superprofits is derived 
from their appropriation of part of the fruits 
of urban and rural small commodity producers’ 
labour. Monopolies encroach on their vital 
interests, too. Through monopoly pricing, monop¬ 
olies cheat peasants and artisans both in the 
purchase of their output and the sale of their 
own output. In time, the price gaps continue 
to widen. As a result, monopolies get the value 
of surplus product and a growing portion of 
the value of the necessary product of small 
commodity producers. 

An important source of monopoly superpro¬ 
fits is the exploitation of economically weak, 
colonial and dependent countries. Here their 
practices are particularly unfair and ruthless. 
Monopolies extract immense surplus value by 
exploiting the proletariat in those countries. 
They profit from cheap labour force and 
from the prevailing low level of wages. Mo¬ 
nopolies gain colossal profits through unequitable 
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exchange, the export of capital, unfair economic 
agreements and many other methods (to be 
discussed at length in the following chapters). 

So, monopoly profit incorporates all types 
of profit derived by monopoly bourgeoisie. It 
is rooted in the monopolies’ unrestricted domi¬ 
nation in the economy and harsh exploitation 
of the bulk of the population in imperialist, 
colonial and economically dependent countries. 
Monopoly profit reflects the complex system 
of economic relationships in contemporary bour¬ 
geois society. This system, first of all, embraces ' 
the relations between the monopoly bourgeoisie 
and the proletariat, as well as the relations 
between the monopoly bourgeoisie, on the one 
hand, and the small commodity producers, 
the working people in dependent and developing 
countries, and the non-monopolised capitalists, 
on the other. It also includes relationships 
among and within monopolies as they struggle 
for superprofits. 

An analysis of the character and sources 
of monopoly profits reveals the exploitative, 
i.e., anti-popular, essence of monopolies. Today, 
they are No. 1 enemy of the working class 
and all working people. 


Monopolies and Average Profit. Monop¬ 
oly domination established under imperialism 
does not mean that all capitalist businesses 
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in the given industry are incorporated by mo¬ 
nopolies. Besides monopolies, there are thousands 
upon thousands of non-monopolised businesses. 
Their numbers are especially great in the devel¬ 
oping countries. They are owned by small or 
average capitalists. As in the days before impe¬ 
rialism, the distribution of surplus value among 
them takes place according to the law of average 
profit, i.e., in direct proportion to advanced 
capital: the greater the advanced capital, the 
greater the profit. 

However, monopoly domination imparts cer¬ 
tain changes to the process of surplus value 
distribution. Monopolies appropriate the lion’s 
share of the total capitalist profit. Medium-size 
and small businesses are not strong enough 
to resist this. Thus, they let monopolies have 
a substantial portion of their income from 
their sales of output to monopolies or their 
purchase of monopolies’ output. Monopolies 
prevent other businesses’ entry into profitable 
industries and spheres of capital investments, 
confining them to industries with low profit 
levels. 

It follows that monopoly domination leads 
to double losses for competing firms. First, 
surplus value earned is here less than in 
monopoly firms, the expenditures being the 
same. Second, a considerable portion of the 
surplus value produced by competing businesses 
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is appropriated by monopoly associations. As 
a result, the competing firms’ share in the 
aggregate profit is much lower than their share 
of the aggregate advanced capital. This means 
that a unit of small or middle capital returns 
far less profit than a unit of monopoly capital. 
Hence the quantitatively different average rates 
of profit for the monopolised and non-monopo- 
lised sectors of the national economy; for the 
middle and small capitalists the average rate 
of profit is substantially lower than for the 
monopolies. 

Does this mean that' the law of value does 
not operate under imperialism? Definitely not. 

In fact, monopolies derive profits not contrary 
to, but on the basis of the law of value. 
The aggregate profit appropriated by the whole 
class of capitalists is equal to the aggregate 
surplus value produced by the entire economy 
in question. Throughout the capitalist economy, 
the law of value continues to determine the 
total sum of commodity prices. What monop¬ 
olies gain through monopoly pricing, industrial 
workers, peasants, small and middle capitalists 
inevitably lose. 





Chapter Eight 


FINANCE CAPITAL OBTAINS 
AN INCREASING PROPORTION 
OF SURPLUS VALUE 


rp 

1 he Unrestricted Power of 
Finance Capital. In their drive 
for profit, industrial monopolies 
do not confine themselves to 
purely production activities. They 
make enormous investments in 
banking, thus contributing to the 
establishment of powerful banking 
monopolies. The latter, in turn, 
invest considerably in industrial 
production. In this way indus¬ 
trial and commercial monopoly 
capitals interpenetrate and even¬ 
tually coalesce to produce finance 
capital. The latter permeates all 
sectors of the capitalist economy. 
It makes them subservient to its 
power and its unlimited drive for 
profit. Finance capital is partic¬ 
ularly active in backing up the 
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arms race and preparations for a new world 
war. 

Finance capital operates in the form of finan¬ 
cial monopoly groups, each constituting a huge 
financial empire. In the USA, 20 to 25 financial 
oligarchic groups hold dominant positions. The 
largest is the Morgan group; in the mid-1970s 
it controlled capital reaching 254.5 billion 
dollars. The Rockefeller group controlled 163.2 
billion dollar assets, the Mellon group, 52.4 
billion, etc. There are some 15-20 financial 
groups in Britain, 10-15 in France, and 5-10 
in Japan. 

A few powerful financial-industrial groups took 
shape in developing countries as well: Birla and 
Tata reign in India; fourteen families control 
the El Salvador economy; approximately ten mo¬ 
nopolist groups rule sway in Turkey, with two 
families controlling a billion capital each and 
30 families with a million capital each in the 
mid-1970s, 22 financial-industrial groups hold 
dominant positions in the Pakistani economy. 

Financial oligarchy exploits its immense eco¬ 
nomic power to draw staggering profits, amount¬ 
ing to more than half of all the surplus value 
produced in the imperialist states. This is 
undoubtedly a huge portion of surplus value. 
Yet, this fails to satisfy financial oligarchy, which 
is continually striving for more. Hence there are 
no limits to its exploitation of the working peo- 
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pie by increasingly varied and sophisticated 
methods. 

System of Participation in the Profits. 

This system plays a significant role in main¬ 
taining financial oligarchy’s power and pro¬ 
curing its enormous profits. 

The system is based on the joint-stock form 
of enterprise. One need not hold all the stock 
in order to control such an enterprise. Stock¬ 
holders owning 10 to 20 per cent of the shares 
gain control of their companies. Thus, 2 million 
dollars of shares is sufficient to control a corpo¬ 
ration with a capital stock of 10 million dol¬ 
lars. 

Finance capital seeks to control several com¬ 
panies, each using its funds to acquire the con¬ 
trolling block of shares of other, subsidiary com¬ 
panies. Each of the latter, in turn, buys the 
blocks of shares of some other enterprises, etc., 
etc. In this way, a giant pyramid of joint-stock 
companies, headed by a top company control¬ 
ling dozens of others, is built. This structure 
places enormous surplus value in financial ty¬ 
coons’ hands. 

The system of participation is closely related 
to personal union, whereby big monopolists sim¬ 
ultaneously hold commanding posts in several 
monopoly associations. Directors of the biggest 
banks sit on the boards of industrial monop- 
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oly associations, and industrial managers hold 
directorships in the banks. The business relation¬ 
ships are augmented with family ties and con¬ 
nections and with joint participation in govern¬ 
ment agencies. 

With a vast number of banks and industrial, 
transportation, trading and other companies sub¬ 
mitted to its economic power, a financial oligar¬ 
chy gains control over the bulk of their inco¬ 
mes. It appropriates the super-profits of in¬ 
dustrial corporations and banking monopolies 
and other monopoly profits. Small and average 
share-holders earn but the crumbs from the 
table of the financial tycoons, who enjoy a 
preferential income on their shares and other 
securities. They are paid inordinately high sala¬ 
ries as directors and as members of the boards 
and consultative councils. These salaries are reg¬ 
ularly augmented by bonuses that accrue to com¬ 
pany executives for the results of the company 
activities; these are often greater than the salaries 
themselves. To illustrate: during one favourable 
year, the president of General Motors receives 
approximately 1 million dollars as salary, extra 
payments and bonuses. Corporations cover a 
considerable portion of financiers’ personal ex¬ 
penses and the cost of their extensive travel at 
home and abroad, pay them handsome pensions 
and let them have shares at substantially lower 
prices or even free. 
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Promotional Profit. Financial oligarchy de¬ 
rives huge profits in the form of founders’ or 
promotional profit. Like the system of participa¬ 
tion in the profits this form of profit is related 
to the joint-stock (corporate) form of capital. 

Setting up a joint-stock company, financiers 
invest a certain amount of capital. Let us assume 
that 10 million dollars of capital is invested in 
a certain joint-stock company and that the an¬ 
nual profit is 1.6 million dollars. To earn pro¬ 
motional profit, the founders of the company 
issue one million shares of which they sell a cer¬ 
tain fraction in the stock exchange. 

In our example, the nominal value of each 
share is 10 dollars. This is the real capital rep¬ 
resented by each share. However, the market 
price will not be 10 dollars per share; it will 
be determined by the dividend per share, ac¬ 
cording to the following formula: 


_dividend _ 

rate ol loan interest 


x 100. 


With the average annual profit of 1.6 million 
dollars, the dividend per each of the 1 million 
shares issued is 1.6 dollars. Assuming that the 
rate of loan interest is 8 per cent, the exchange 

rate will be 20 dollars ( 1,6 * 100 = 20), that is, the 

8 

price of each share on the stock exchange will 
be 20 dollars. 
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To be able to retain control over the activi¬ 
ties of the company in question, its founders 
will not sell all the stock. They will hold on 
to the controlling block of shares, say, 15 per 
cent of the entire stock. That is, they will issue 
and sell 850,000 shares. 

Selling these shares at the prevailing exchan¬ 
ge rate, the founders will earn 17 million dol¬ 
lars (20 dollars x 850,000 = 17,000,000 dollars). 
The initial capital was 8.5 million dollars (10 x 
x 8.5 = 8,500,000). That means that by selling 
the shares the founders have earned 8.5 million 
dollars (for they have received 17 million dol¬ 
lars for their real capital of 8.5 million dollars 
represented by the shares). These 8.5 million 
dollars are th efounders' (promotional) profits. Thus 
we may define promotional profit as the differ¬ 
ence between the aggregate price of shares sold 
at the prevailing exchange rate and the real 
capital invested in the joint-stock enterprise in 
question. It is a form of capitalist profit, i. e., 
a form of surplus value. 

Financial oligarchy widely exploits this form 
of profit for its own enrichment. Thus, Morgan 
and other founders of the United States Steel 
Corporation netted over 62 million dollars in 
founders’ profits at the very start. 

Promotional profit can also be made by issuing 
additional stock without increasing real capital. 
This becomes possible when the company be- 
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gins to obtain higher profits, which ought to 
be followed by an increase in the dividends 
paid to stockholders. However, the management 
finds it more profitable to keep dividends at the 
former rate, while using the additional profit 
to issue new shares. In this case, all promotion¬ 
al profit from the sale of the new stock falls 
into their hands. 

Emission Profit. Besides issuing shares, fi¬ 
nancial oligarchy finds a rich source of wealth in 
other transactions involving securities. They earn 
a lot from buying and reselling shares of medium- 
size and small companies. They issue, distribute, 
and resell bonds. They have a big part to play 
in floating government loans. Carrying out trans¬ 
actions with securities, financiers buy securities 
at a substantially lower exchange rate than that 
at which they later resell them. The difference 
in the price of shares is monopoly emission pro¬ 
fit. It is especially high in intermediary trans¬ 
actions involving government loans. When one 
country extends a loan to another country, from 
10 to 20 per cent of the sum of the loan goes 
to banks and other financial intermediaries. 

Profit from Speculation. Speculation in 
securities is another source of financial oligarchy’s 
high income. Both big and small capitalists 
engage in speculation with the hope of making 
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a quick profit. However, the chance of making 
a substantial profit in speculation falls only to 
big financiers. As the prominent Indian states¬ 
man Jawaharlal Nehru wrote nearly half a cen¬ 
tury ago, “the methods of‘high finance’ are most 
shady, and differ from what is usually considered 
robbery and deception only in the big scale of 
their operations”. 1 

Big financiers succeed in their speculation be¬ 
cause, as people who hold commanding positions 
in the national economy, they are better in¬ 
formed ofeconomic developments. Hence they are 
able to dispose of the securities of those com¬ 
panies whose financial situation is expected to 
deteriorate earlier than all the others. In this 
way they avoid losses incurred in the fall of 
the exchange rate of those securities. Similarly, 
big stockbrokers learn earlier than anybody else 
about improvements in the financial situation of 
certain companies, so they buy the companies’ 
securities cheap to resell them later at a high 
price. 

This, however, is not all. As a matter of 
fact, financiers engaging in speculation go as far 
as the downright cheating of their competitors. 
Having chosen a certain enterprise as an object 


1 Jawaharlal Nehru, Glimpses of World History, Lindsey 
Drummond Limited, London, 1949, p. 905. 
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of speculation, they spread false rumours about 
its bad financial situation. Panic-prone stockhol¬ 
ders begin to sell their securities. As a result, 
there is a sharp fall in these securities’ exchange 
rate. When the price of a company’s shares 
falls to its lowest level, speculators buy an enor¬ 
mous amount of the shares. Immediately after 
this, they let it be known that the rumour 
about the company’s financial difficulties was 
groundless; the rate of exchange begins imme¬ 
diately to go up. When it is at its highest 
point, speculators resell the shares. Through such 
practices, known in stockbrokers’ slang as 
“shearing the stock-exchange sheep”, financial 
capital earns big profits. 

US billionaire Richard Chandler Mellon’s fa¬ 
mous business operation is a good example of 
the profitability of speculation. In July 1961, 
Mellon sold 400,000 shares of his company Gulf 
Oil, creating a panic in the stock exchange. 
Driven by the rumour of the company’s impend¬ 
ing financial ruin, stockholders hastened to get 
rid of Gulf Oil shares, and Mellon bought them 
up cheap. That operation brought him a net 
profit of 16 million dollars in a few hours. 

Land Speculation. Financial magnates derive 
enormous profits through speculation in land. 
They buy land adjacent to rapidly expanding 
cities, potential centres of oil-production, areas 


•4-1050 
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rich in other mineral resources, etc. at low or 
average prices. In time the price of land in 
those areas may rise tenfold or even a hundred¬ 
fold. Seizing their chance to make a large pro¬ 
fit, the financial magnates sell the land plots 
at a new, high price, making in this way huge 
profits. 

In 1948, the American multimillionaire Ro¬ 
bert Smith bought land for his ranch at 200 
dollars per acre. Since then, the price has ris¬ 
en to 4,000 dollars per acre, so today Smith’s 
land estate is worth 900 million dollars. Another 
American millionaire bought empty lots around 
Los Angeles, a small town at the beginning 
of the century. In time it became a major 
city in the L T nited States. Hence he received 
a thousand-dollar return on each dollar invested 
in the purchase of the land, his total profit 
amounting to over 100 million dollars. 

Even plots of land on the moon and various 
celestial bodies have become the objects of spec¬ 
ulation, a source of profit for American busi¬ 
nessmen. In the late 1983 they put comets, aster¬ 
oids and stars up for sale. For a certain pay¬ 
ment, anyone could name a celestial body after 
a relative, acquaintance, or lover. The extraor¬ 
dinary trade acquired such a wide scope that the 
American Astronomical Society had to interfere. 
It declared officially that only the International 
Astronomical Union is vested with the right to 







SURPLUS VALUE AND FINANCE CAPITAL 


211 


give names to space bodies, and that this right 
cannot be bought. However, when big profit is 
involved, explanations carry no weight with bus¬ 
inessmen. The lively trade in space objects is 
still going on. 








Chapter Nine 


THE EXPORT OF CAPITAL TO 
INCREASE PROFITS 


T he Export of Capital to En¬ 
large Surplus Value. The banks’ 
and industrial monopolies’ desire 
for monopoly profit is insatiable. 
However, there are certain limits 
to finance capital’s capacity for 
expansion within any particular 
economy. These are due first of 
all to the limits imposed on the 
national market by growing in¬ 
flation, the monopolies’ encroach¬ 
ment on the workers’ vital in¬ 
terests, and by the sharply aggra¬ 
vated competitive struggle among 
monopolies and between monop¬ 
olies, on the one hand, and the 
so-called outsiders, on the other. 
All these lead to the formation 
and growth of capital in devel¬ 
oped capitalist countries which 
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cannot find a sufficiently profitable investment 
from the monopolies’ point of view. The owners 
of capital seek monopoly profits, but they 
cannot earn such profits in their own country. 

Is there a way out of this situation? Bank¬ 
ing and industrial monopolies see it in profi¬ 
table investments for their capital outside the 
country. They enter the international arena and 
stretch out their tentacles to other countries’ 
wealth, thus establishing an elaborate network 
of international finance capital relationships and 
dependence in the capitalist world. Monopolies 
transfer their “excess” capital to other countries, 
where conditions for expanding surplus value to 
the maximum are obtained. Such transfers occur 
thousands upon thousands of times; consequently, 
the export of capital has become a massive, regu¬ 
lar phenomenon. Under imperialism, its scope 
exceeds the export of goods. 

Monopolies export goods to realise the surplus 
value produced by the workers of their own 
country. The export of capital achieves another 
objective, i. e., the export of value, which pro¬ 
vides for the production of surplus value abroad. 
The exploitation of the recipient country’s 
workers is the source of this surplus value. 

Thus, the export of capital is the expansion of 
the boundaries of surplus value production far 
outside the capital-exporting country. It demon¬ 
strates that finance capital appropriates surplus 
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value produced by more than one, in fact by 
many, countries. Monopolies of several imperial¬ 
ist powers, through the export of capital, ex¬ 
ploit tens and hundreds of millions of working 
people in various regions of our planet. En¬ 
gaging in these predatory practices, they do not 
recognise any limits imposed by state borders 
or other states’ sovereign rights. They invest 
wherever there exists the promise of monopoly 
profits, wherever they can grow richer by ruth¬ 
lessly exploiting the working people. 

The export of capital strengthens monopo¬ 
lies’ international positions. Capital is exported 
in order to tie newly-liberated countries to the 
imperialist powers, so that the former cannot 
independently choose the path of develop¬ 
ment. The export of capital creates most favour¬ 
able conditions for extracting surplus value and 
for increasing imperialist exploitation in these 
countries. 

The Struggle for Spheres of Capital In¬ 
vestment. Inasmuch as the export of capital 
promises fabulous profits, it is, naturally, the 
object of a fierce competitive struggle in the 
capitalist world. The imperialist powers and ma¬ 
jor monopolies are fighting for the most profi¬ 
table spheres of capital investments. They seek 
to outstrip their rivals in the scope of foreign 
investment and to seize leadership in this high- 
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ly lucrative business. If need be, they employ 
the threat of or actually embark upon military 
conflicts, which increases the threat of a world 
war. 

Initially, Britain was the leader in the export 
of capital. By 1914, its foreign capital invest¬ 
ment had reached 18 billion dollars, nearly 40 per 
cent of the imperialist powers’ total overseas 
capital investments. Consequently, British capi¬ 
talists earned the largest portion of the sur¬ 
plus value created through the export of capital. 

After the Second World War, the United 
States took the lead in the export of capital. 
Throughout the 1950s and 1960s, it accounted 
for over half of the imperialist powers’ total 
foreign investments. In the 1970s and 1980s, 
the struggle for the acquisition of surplus value 
through the export of capital became even fiercer. 
From 1967 to 1981, the USA increased its direct 
investment abroad from 56.6 billion dollars to 
227.3 billion dollars, or fourfold. However, the 
share of American capital in total overseas invest¬ 
ments declined to 45 per cent by 1981. 
Meanwhile, in 1967-1978, West Germany’s share 
increased to 8.5 from 2.6 per cent; Switzerland’s, 
to 7.5 from 3.7 per cent; and Japan’s, to 7.6 
from 1.4 per cent. 

Some of the developing countries, too, began 
to export capital in the late 1960s and early 
1970s. Indian monopolies were among the first 
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to do so: by the end of 1981, Indian monop¬ 
olies had invested capital in 125 foreign en¬ 
terprises, while 97 more were under construc¬ 
tion. By that time monopolies in Brazil and 
the Philippines were also exporting capital. Oil- 
producing countries, particularly Saudi Arabia 
and Kuwait, began to export capital in the 
early 1970s. As a result, the number of Arms 
in developing countries which had direct over¬ 
seas investments had reached a thousand by 
that time. Annually, they make direct invest¬ 
ments abroad up to the sum of 500 million 
dollars. 

Although developing countries have joined in 
the export of capital, their role in it is not 
great. The commanding positions are still held 
by the imperialist powers. Their total capital 
employed to obtain surplus value abroad has 
reached a staggering proportion. While in 1914 
it was 46 billion dollars, in 1981 direct invest¬ 
ments alone amounted to 500 billion dollars. 

As the export of capital assumed ever greater 
proportions, the main directions of monopoly 
investments changed. At the beginning of this 
century, the bulk of capital exported by mo¬ 
nopolies was invested in colonial and depen¬ 
dent countries. When the peoples of former co¬ 
lonial and semi-colonial countries began to em¬ 
bark upon independent economic development, 
imperialists had cause to worry. They were af- 
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raid of losing their capital because of the in¬ 
creasingly growing national liberation move¬ 
ment. Hence they substantially increased the ex¬ 
port of capital into industrially developed coun¬ 
tries; thus the latter gradually became the chief 
field for foreign investment. 

The fact that the bulk of foreign investments 
have been shifted to industrially developed coun¬ 
tries does not mean that the imperialist powers 
have stopped exporting capital to developing 
countries. Finance capital continues to employ 
this method of extracting surplus value from 
young developing states on a grand scale and 
very profitably. Throughout the 1970s, direct 
foreign investments in the developing countries 
increased 15 per cent annually, with American 
and Canadian monopolies accounting for 50 
per cent of the total new investment, West 
European monopolies, for 38 per cent; and Japa¬ 
nese monopolies, for 10 per cent. 

The Export of Capital and Profit of En¬ 
terprise. The export of capital is executed in 
different ways. Hence the surplus value ex¬ 
tracted with its help takes on different forms. 

The bulk of monopolies invest their funds 
abroad as productive (functioning) capital. So¬ 
metimes new enterprises are built with the 
help of exported funds. In other cases filial 
branches, subsidiaries, or banks are set up 
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which are controlled by the investing firm. 
Part of the financial resources is used for the 
purchase of operating enterprises and for their 
expansion and modernisation. Lastly, mixed en¬ 
terprises are set up with the help of foreign 
capital, which belong to foreign capital jointly 
with local capitalists. 

When investing abroad, monopolies more of¬ 
ten than not gain full control over foreign en¬ 
terprises. This is called direct capital invest¬ 
ment. It involves the investor’s takeover of the 
controlling block of shares of the recipient en¬ 
terprise. With this, the investor gains the right 
to manage the enterprise in question. 

The other form of foreign investment is port¬ 
folio investment which does not allow the in¬ 
vestor to obtain the full control over the foreign 
enterprise but only partial ownership. 

Monopolies secure a high profit from their 
foreign investments, in particular from capital 
investments in developing countries, where they 
find the most favourable conditions for capital 
investment, first of all, due to cheap raw mate¬ 
rials and cheap labour. 

Raw materials are cheap because the bulk of 
them are extracted in developing countries, 
which means that there is no need to pay high 
prices for their delivery. Labour is cheap also 
due to local conditions: it is primarily the low 
level of needs established back in colonial times, 
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and the traditionally close ties between the in¬ 
dustrial and agricultural sectors; as a rule, a 
worker’s family engages in a subsistence econo¬ 
my providing a share of the family’s livelihood. 

Low as the price of labour in developing coun¬ 
tries is, entrepreneurs manage to pay their work¬ 
ers wages even below this miserly level. This 
is explained first of all by the pressure of mas¬ 
sive unemployment. At present, the number of 
unemployed or partially employed in these coun¬ 
tries constitutes a third of their total able- 
bodied population. Trade unions cannot effec¬ 
tively defend the rights of the working people 
because they are still weak in many developing 
countries. 

Foreign capitalists pay workers in developing 
countries miserly wages and ruthlessly exploit 
them. The working day at foreign enterprises 
is considerably longer than in developed capi¬ 
talist countries. Overtime work is used on a wid¬ 
er scale. These enterprises have a substantially 
higher level of labour-intensity than those be¬ 
longing to local capitalists. Together with tech¬ 
nological equipment brought over from devel¬ 
oped capitalist countries, foreign capitalists in¬ 
troduce production lines and a fast work pace 
previously unknown in newly liberated states. All 
these factors maximally increase the degree of 
exploitation of the working class in developing 
countries. 






220 


What Is Surplus Value? 


Foreign capital reaps enormous excess profits 
in developing countries. Foreign capitalists’ en¬ 
terprises achieve a significantly higher level of 
labour productivity than those belonging to lo¬ 
cal capitalists. As a result, foreign capitalists 
earn substantial extra profits from sales at the 
local market. 

Monopoly pricing is an important means of 
expanding foreign capital. Buying local goods 
at low-monopoly prices and selling their own 
output at high monopoly prices, foreign monop¬ 
olies appropriate a certain portion of value 
produced in other sectors of the economy. 
This includes the value produced by peasants 
and the surplus value produced by workers at 
local capitalists’ enterprises. 

Thus, foreign capital invested in enterprises in 
developing countries uses a ramified system of 
surplus value appropriation. It allows monopo¬ 
lies to reap an enormous enterprise profit. 

At those enterprises where a foreign capitalist 
is the sole proprietor he acquires the total prof¬ 
it of enterprise. If a foreign capitalist is in 
partnership with local capitalists, he still appro¬ 
priates the bulk of enterprise profit, for he has 
the strength, economic power, omnipotence, and 
international connections of major imperialist 
powers’ financial oligarchy on his side. 

The Export of Capital and Loan Interest. 
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Capital is also exported in the form of loans, 
primarily in the form of government and pri¬ 
vate loans. Another form is purchase crediting, 
that is, credits extended for the purchase of 
equipment. Loan capital is also exported in the 
form of funds deposited in foreign banks’ cur¬ 
rent accounts. In this way the capital of these 
banks is expanded, allowing them to carry out 
ever greater and more profitable foreign trans¬ 
actions. 

Imperialist powers are steadily increasing the 
export of loan capital to developing countries. 
In 1979, total loans to these countries surpassed 
the scope of capital investments in industry. 
Lending has now become more profitable than 
investment in production. Nowadays, loans bring 
high interest as a result of the exploitation and 
plunder of workers in recipient countries. In 
1981, total interest payments amounted to 90 per 
cent of the total profit earned by foreign 
capital in the developing countries not engaged 
in oil exports. 

The Growing Profitability of Capital Ex¬ 
port. All the types of capital export procure 
enormous revenue for the imperialist powers’ 
financial oligarchy, thus increasing the amount 
of surplus value appropriated by it. In addi¬ 
tion to the surplus value produced in impe¬ 
rialist powers, there is the colossal surplus value 
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produced in countries exploited by those impe¬ 
rialist powers. The greatest damage is done 
to newly independent states, as they are ex¬ 
ploited most severely and ruthlessly. 

To appreciate the growth in revenue yielded 
by capital exports, let us turn to profitability 
indices for the export of capital from the USA. 
In the fifteen years from 1966 to 1980, direct 
overseas capital investments alone increased from 
3.5 to 20.1 billion dollars, bringing American 
monopolies a total of 140 billion dollars; capi¬ 
tal exports to developing countries accounted 
for more than half of this sum. 

Capital exports to developing countries are 
significantly more profitable than to developed 
capitalist states. Hence, in 1979, the rate of 
profit from private direct investments in develop¬ 
ing countries was 29.5 per cent, and in devel¬ 
oped countries, 17.7 per cent. Capital exports 
to developing countries secure a high rate of 
profit for other imperialist states as well. Direct 
investments in developing countries yield profits 
equal to 20-25 per cent of the aggregate in¬ 
vested funds. 

The Transfer and Reinvestment of Prof¬ 
its. Profits yielded by capital exports break 
down into two components. Capital owners trans¬ 
fer one to their home country, leaving the other 
in producer country to be reinvested in business. 
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The investment of profits from the export of 
capital is called reinvestment of profits. 

Monopolies seek to transfer the bulk of pro¬ 
fits earned in developing countries to their 
home countries, thus damaging the economies 
of the former. In 1971-1978, total capital 
transfers from 62 developing countries amoun¬ 
ted to 85.4 billion dollars, or 2.5 times more 
than total new direct investments in these 
countries. 

Capital transfers to the USA are especially 
great, for this country is the chief exploiter of 
newly liberated states. Thus the capital trans¬ 
ferred from developing countries to the USA in 
1973-1981 exceeded 60 billion dollars. 

Reinvestment of profits occurs on an ever 
growing scale in the capitalist world. In 1966- 
1981, American monopolies’ total reinvestments 
in developing countries amounted to over 29 bil¬ 
lion dollars. In 1980, reinvestment of funds 
accounted for 54 per cent of the increase in 
direct American investments in this region, with 
Latin American countries accounting for over 
90 per cent of the annual increase in private 
capital investments, and Asian countries, for 
100 per cent. In this way the surplus value 
produced by working people in developing coun¬ 
tries increases foreign capital used to exploit 
these countries and aggravates their dependence 
on the imperialist powers. 
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The Export of Capital and the Export of 
Goods. Under imperialism, the export of capital 
is a means of expanding goods exports. Thus 
when capital is exported in the entrepreneurial 
form, equipment for new enterprises is usually 
purchased in the exporting country. Loans are 
also extended on the condition that credit 
purchases of goods are made from the creditor 
country. By expanding goods exports, monopo¬ 
lies can realise the surplus value produced in 
imperialist countries to a bigger extent. At the 
same time, this extends opportunities for non¬ 
equivalent exchange. The imperialist powers’ 
finance capital uses them to increase its plunder 
of other nations. Developing countries are under 
the greatest pressure. Many of them suffer 
considerable losses in their foreign trade and 
have an enormous balance-of-trade deficit. It 
reached the record level in 1981. Developing 
oil-importing countries had a staggering balance- 
of-trade deficit of 132 billion dollars that year. 

The Developing Countries’ Growing In¬ 
debtedness. The export of capital, foreign- 
trade expansion, and other rapacious practices 
cause a constant increase in developing coun¬ 
tries’ foreign debt. Initially, this debt was mea¬ 
sured in hundreds of millions of dollars, then 
in billions and tens of billions, and today-in 
hundreds of billions. In the late 1984, devel- 
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oping countries’ total foreign debt stood at 1,000 
billion dollars. 

Brazil is the biggest debtor among devel¬ 
oping countries, with its foreign debt totalling 
87 billion dollars in the late 1982. At the time, 
Mexico’s debt was 82 billion dollars; Argen¬ 
tina’s, 42 billion; South Korea’s, 37 billion; Ve¬ 
nezuela’s, 36 billion, and so on. 

Debt payments are a heavy burden for the 
developing countries’ economies. In 1984, interest 
payments alone consumed over one-third of their 
export revenues, with Brazil paying more than 
90 per cent and Argentina and Mexico-ap- 
proximately 70 per cent each. 

What is lost by developing countries in debt 
servicing is gained by the imperialist powers’ 
financial oligarchy. Developing countries’ pay¬ 
ments of interest on the debt expand imperial¬ 
ist powers’ profits, thus increasing their wealth 
and economic power. 

Export of Capital and Exploitation of the 
Proletariat in Imperialist Countries. The ex¬ 
port of capital not only increases the exploi¬ 
tation and plunder of the working people in 
the countries which receive and use this cap¬ 
ital. It also broadens the opportunities of re¬ 
ceiving surplus value in the countries from which 
capital is exported. Due to the export of capi¬ 
tal the demand for labour power is waning 
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and unemployment grows in the capital-export¬ 
ing countries. All this makes it easier for the 
monopolies to launch offensive against the rights 
of the working people, who are compelled to ag¬ 
ree to tougher terms of exploitation and have 
to accept lower wages. 

The export of capital, by restricting produc¬ 
tion growth, intensifies the exploitation of work¬ 
ing people, also as consumers. It enables the 
monopolies to keep the prices high. Should cap¬ 
ital not be exported, an expansion of produc¬ 
tion would bring about a larger supply of goods, 
the prices would go down, and the monopo¬ 
lies would lose some of their superprofit. The 
export of capital enables the financial oligarchy 
to avoid such losses. It erects a kind of a dam 
on the home market, keeping the commodity flow 
from washing away the monopoly prices system. 

The export of capital also prevents a reduc¬ 
tion of the average rate of profit. It helps to 
smooth out rivalry among the branches and with¬ 
in them and to reduce the mass of capitals 
that are to take part in the distribution of the 
aggregate surplus value produced. And it is mo¬ 
nopoly capital and the financial oligarchy, 
above all, which benefit from this. 








Chapter Ten 


INTERNATIONAL 
CORPORATIONS ARE STEPPING 
UP THE EXPLOITATION OF 
WORKING PEOPLE 


1 he Economic Division of the 
World. First the monopoly asso¬ 
ciations seized the key economic 
positions in their own countries 
and divided the home market 
among themselves. That added 
substantially to the surplus value 
they were receiving, and their 
appetite grew. But under capital¬ 
ism home markets are inevitably 
bound up with the foreign mar¬ 
ket. Capitalism had created the 
world market a long time ago. 
As the export of capital was 
growing and the foreign and 
colonial relations and “spheres of 
influence” of the biggest mono¬ 
poly alliances were expanding, 
those alliances entered into agre¬ 
ements with one another and 
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were setting up their subsidiaries abroad. So 
national monopolies were turning international, 
appropriating the surplus value created by 
workers in many countries. 

The biggest international monopolies are sub¬ 
divided into two large groups according to 
their structure, one including those possessing 
large capital in two or more countries and the 
other comprising transnational corporations, or 
transnationals. The latter possess capital in one 
country but conduct large-scale economic activ¬ 
ity in many parts of the world. This type of 
international monopoly is now predominant: 
there are over 11,000 transnationals in the 
capitalist world today. 

Using their vast economic might, the inter¬ 
national monopolies are dividing the world into 
spheres of economic influence. The larger the 
sphere and the greater the economic might of 
a monopoly, the more surplus value it gets, 
which makes it richer. 

Every international corporation is fighting to 
expand its own sphere of influence, sap the po¬ 
sitions of the rivals and redistribute the spheres 
of influence. This struggle, adding to the 
contradictions among imperialist powers, steps 
up the arms build-up and provokes open mili¬ 
tary clashes. Pushing the rivals aside, the 
biggest international corporations are seizing an 
ever bigger portion of the surplus value pro¬ 
duced in the world capitalist economy. 
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It is the transnational corporations that are 
most active in plundering the working people. 
Today they account for about 40 per cent of 
industrial output in the capitalist world and 60 
per cent of capitalist foreign trade. In their ex¬ 
ploiter activities the transnationals violate inter¬ 
national law and defy the elementary norms of 
relations between states, thus undermining the 
freedom and sovereignty of the peoples. 

The developing countries, primarily those with 
abundant natural resources, excessive cheap la¬ 
bour and a vast home market, are the main 
objective for expansion by transnationals. In 
the late 1970s, the Asian and Central Amer¬ 
ican countries -accounted for over a half of the 
transnationals’ investments in the developing 
world; a quarter of the investments went to 
South America. 

The economic expansion of the transnationals 
is resisted by many of the developing coun¬ 
tries which nationalise foreign property, set up 
state-run companies and limit foreign capital 
participation in their economies. Therefore the 
transnationals are sometimes forced to dodge 
and act in a roundabout way. 

Besides, the transnationals bring direct pres¬ 
sure to bear on the governments of devel¬ 
oping countries, demand various benefits and 
privileges for themselves and the adoption of a 
legislation facilitating their activities there. 






230 


What Is Surplus Value? 


1 


Transnationals and Private Enterprise. 

To appropriate the surplus value produced in 
other countries as much as they possibly can, 
the transnationals keep expanding their output 
of goods abroad. Foreign output now accounts 
for 30 per cent of their total turnover. 

Setting up subsidiaries and branch companies 
abroad is the chief way used by the transna¬ 
tionals to boost their production in foreign coun¬ 
tries. The number of these subsidiaries increased 
from 30,000 to 82,000 during the past de¬ 
cade alone. The workers employed by the sub¬ 
sidiaries are ruthlessly exploited by the bosses 
of transnational corporations obsessed with in¬ 
creasing the mass of surplus value. 

Hundreds of thousands of workers are occu¬ 
pied with producing surplus value for the trans¬ 
nationals’ bosses. Thus, over 740,000 people are 
employed at the numerous factories of the Amer¬ 
ican General Motors corporation, and the num¬ 
ber of people working for General Electric Co. 
is 404,000. Big transnationals of other countries, 
too, are not very much inferior to the US Big 
Business giants. The Dutch monopoly Philips, for 
instance, exploits the labour of 348,000 workers, 
and the number of people employed at the 
enterprises of West German Siemens and Italian 
Fiat is 338,000 and 315,000 respectively. 

To minimise the necessary labour and thus 
increase surplus labour to the utmost, the transna- 
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tionals pay the workers in developing countries 
far less than their counterparts in industrialised 
capitalist countries. On the average, they pay the 
workers of foreign subsidiaries 5 to 8 times 
less than to those in their own countries. 

The transnationals also use other ways of 
boosting the production of surplus value. The 
working day at the enterprises owned by the 
transnationals in developing countries is much 
longer than in industrialised ones, overtime work 
is often used, and the number of days off is 
limited to the extreme. The corporation bosses 
are bent on intensifying work, save on la¬ 
bour protection and safety measures, and gross¬ 
ly violate local labour legislation. All this en¬ 
ables the transnationals to get far more profit at 
their enterprises in developing countries than at 
home. At the turn of the 1980s, the rate of 
profit in proportion to investment in these coun¬ 
tries exceeded 25 per cent, the figure for 
industrialised capitalist countries being 12 per 
cent. 

The transnationals make a point of hiding 
their exploitive nature. When subsidiaries are set 
up abroad, they join hands with the local bour¬ 
geoisie. More often than not, the subsidiaries 
are announced to be mixed enterprises and oper¬ 
ate under national signboards. But this does 
not make much difference: the national sign¬ 
board is used by the transnationals as a cover 
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for squeezing the maximum of surplus value 
from the local workers. 

The true goals of the transnationals become 
most obvious whenever their profits are at stake. 
The widely known criminal complicity of the 
US International Telephone and Telegraph in 
the overthrow of the Allende government in 
Chile is a case in point. 

Transnationals and Excess Surplus Val¬ 
ue. Local capitalists can rival with the trans¬ 
national subsidiaries in extending the working 
day or, say, in increasing work intensity. But 
in one sphere the advantages of the transna¬ 
tionals are indisputable: the use of the newest 
machinery and technology and the raising of 
labour productivity-these vast sources of excess 
surplus value. 

Nearly all research and development (97 per 
cent) in the capitalist world is concentrated in 
industrialised countries and has been monopo¬ 
lised by the transnationals, which account for 
about 80 per cent of technological design. In¬ 
ternational monopolies apply the new technol¬ 
ogy to produce new goods and raise labour 
productivity in developing countries. This places 
them way ahead of the local firms, which 
simply do not have this new technology. 

The large-scale specialisation of production 
and large-batch output add to the transnation- 
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als’ advantages still more; they also reap the 
benefits of the international division of labour. 
Local production in developing countries is, as 
a rule, fragmentated and small-scale, which is 
a drag on technical improvement. In Thailand, 
for instance, there are 1,000 to 1,500 small en¬ 
terprises in heavy industry. In Tanzania, there 
are about 100 enterprises employing not more 
than 70 people each. 

Being superior technologically, the subsidi¬ 
aries of transnationals spend less on output than 
local firms, which enables them to receive ex¬ 
cess surplus value regularly. Simultaneously, mea¬ 
sures are taken to put a brake on technical 
advancement in the young states. The transna¬ 
tionals either refuse to pass on new technolo¬ 
gies or offer outdated information. Thus, the 
technology imported by Latin American states 
from industrialised capitalist countries at the 
start of the current decade was 70 per cent 
out of date. But even that technology, outdated 
as it is, is dear-bought. 

International monopolies use the sale of pa¬ 
tents, licenses and technological data for ac¬ 
quiring more surplus value from newly-free 
states. The payments for acquiring technology or 
using it by developing countries have run into 
35 billion dollars. 


Transnationals and Prices. The transna- 
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tional corporations hold key positions not only in 
production but also in the trade in key pro¬ 
ducts. The sales by their foreign subsidiaries in 
1976 alone were estimated at 830 billion dol¬ 
lars, which was over 90 per cent of the export 
of all capitalist countries. All this places the 
transnationals in a position to dictate prices 
that suit them best: the high monopoly prices 
for the goods exported to developing countries 
and the low monopoly prices for the raw ma¬ 
terials and foodstuffs imported from there. In 
Colombia, for instance, the subsidiaries of 
US transnationals sell semiconductors at the 
prices 11 times as high as the world’s average. 
They sell tetracycline at the prices 10 times as 
high, and TV audio equipment, 2.6 times as 
high as world prices. 

Having seized control over the bulk of the 
export of raw materials from developing coun¬ 
tries (the transnationals control from 90 to 95 
per cent of the sales of iron ore and baux¬ 
ites and 90 per cent of timber; they account 
for 85 to 90 per cent of the sale of wheat, 
coffee, jute, cotton and copper and 85 per cent 
of the sale of tea and cocoa beans); the trans¬ 
nationals fix the lowest possible prices for the 
raw materials purchased in developing countries. 
As a result, the share of the raw-material pro¬ 
ducers in the ultimate prices is all too small- 
Thus, a cotton-producing country receives a pro- 
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fit in the amount of 6.4 per cent of the re¬ 
tail price of a ready article made of cotton 
fabric. In the case of iron ore and bauxites, 
the share of the producing country in the ul¬ 
timate price is a bit larger but does not ex¬ 
ceed 10 per cent. As regards the sale of cof¬ 
fee, cocoa beans, tea, jute, bananas and citrus 
fruits, the price index ranges between 20 and 40 
per cent, and in case of sugar it reaches about 
50 per cent. 

The purchase of raw materials at low mo¬ 
nopoly prices brings the transnationals immense 
profits, and losses sustained by the developing 
countries amount to 50-100 billion dollars annu¬ 
ally. The sums are immense, indeed, if one 
remembers that in 1980 the GNP of 68 devel¬ 
oping countries did not exceed 10 billion dol¬ 
lars, and in 37 of them it was even below the 
1 billion dollar mark. 

Profits Reaped by the Transnationals 
Are Growing. The facts cited in this chapter 
show full well that the transnationals obtain 
huge amounts of surplus value wherever they 
can reach for. 

The transnationals normally divide the sur¬ 
plus value they obtain in two parts. One part 
they take out of the country in question, while 
using the other for production needs. In this 
case the share of the profit taken out is espe- 
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dally high in developing countries which need 
it most badly. In the 1970s, for instance, 
the US transnationals took away from develop¬ 
ing countries 71 per cent of the profit they 
had made there. 

The amount of profit taken out of develop¬ 
ing countries is steadily on the rise. Suffice 
it to recall that in the 1970s the US trans¬ 
nationals took along 7 dollars of profit on every 
one dollar invested in the economies of de¬ 
veloping countries. 







Chapter Eleven 


COLONIALIST AND 
NEOCOLONIALIST METHODS OF 
INCREASING PROFITS 


rp 

I he Colonial System of Im¬ 
perialism. The transition to im¬ 
perialism was accompanied by a 
large-scale seizure of colonies, with 
fire and sword. Between 1876 and 
1914 the colonial domains of the 
great powers increased from 40 
to 65 million square kilometres. 
The number of semi-colonies and 
dependent countries was growing, 
too. About 930 million people 
were drawn into the orbit of 
imperialist rule. All the colonies, 
semi-colonies and dependent 
countries made up the colonial 
system of imperialism with its 
relations of unconcealed violence, 
savage oppression and exploitation. 
The colonial system became part 
of the capitalist world economy, 
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a major factor of dominion and enrichment 
for imperialist powers. 

The monopolies obtained in the colonies and 
dependent countries reliable profitable markets 
and a sphere for very lucrative investment. 
Those countries became to them a source of 
cheap raw materials and energy, and cheap work 
force. Availing themselves of the dominant po¬ 
sition, the imperialists unscrupulously plundered 
the natural wealth of the colonies and appro¬ 
priated a large portion of the national income 
produced by their enslaved population. In the 
1920s and 1930s the total colonial tribute of 
India and Indonesia ran into 15 per cent of the 
national income. The colonialists took away 
over a half of the national income from the 
Belgian Congo (now Zaire). 

Colonial Profits. To receive such a tribute, 
the imperialist powers used every means of 
pressure on the peoples in the colonies and the 
foulest methods of capitalist exploitation. Im¬ 
perialist plunder was combined with feudal and 
serf exploitation and non-economic means of 
coercion used against the working people. Des¬ 
cribing actions by the colonialists, the famous 
Chilean poet Pablo Neruda wrote in his book 
A Song For All: 

There's the only law for the people: 

Torture and hunger and lashes a-plenty... 
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The interests of the local population were 
ignored by the colonialists-utmost profit was 
their chief goal. 

The colonialists increased the working day to 
12-14 hours and more. The working conditions 
were appalling. Labour protection was practi¬ 
cally non-existent. The work of women and 
even children was widely used. Foremen and 
overseers saw to it that not a single working 
minute was lost. Those at fault were punished 
severely. 

Wages were discriminatory in the colonies. 
In Kenya, for instance, the average wage of 
European workers was 15 times and in Northern 
Rhodesia (now Zambia), 30 times as big as 
that of local workers. The difference in payment 
for equal work performed by local and Euro¬ 
pean workers in other colonial and dependent 
countries was just as enormous. 

Colonialists benefited from savagely exploiting 
the people in the colonies. Turning their sweat 
and blood into gold and cash, they made a 
profit that exceeded what they could make in 
the parent country several times over. The coal 
pits in India, for instance, brought their British 
owners 160 per cent of profit. In the Belgian 
Congo the annual dividends of the rubber cor¬ 
porations exceeded tenfold the original cost of 
the shares. 

The colonialists extracted immense profits from 
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plantations, on which about 5 million people 
deprived of any rights worked in the 25 co¬ 
lonial countries in the 1950s. The rapacious 
colonialists made a profit also out of the work 
of peasants, leaving them without whatever little 
they could earn. The peasants were bound hand 
and foot by unfair lease and a merciless debt 
bondage. A wide use was made of paying back 
by work, sharecropping and peonage. 

Unequivalent exchange was yet another way 
of robbing the local population. The mono¬ 
poly associations trading with the colonies se¬ 
cured hundreds per cent of profit for them¬ 
selves. 

The profits obtained by the colonialists were 
augmented largely through heavy taxation and 
various extortions spent on the maintenance of 
colonial officials. In the 1930s, for instance, 
the profits directly associated with political 
domination accounted for almost a quarter of 
the entire colonial tribute collected by Britain 
in its colonial empire. 

As they concentrated most of the colonial 
profits in their hands, the monopolists and 
the financial oligarchy of the imperialist powers 
were getting richer than ever, pumping the 
surplus value created in vast amounts in the 
colonies into their own coffers. As a result, the 
total surplus value appropriated by the monop¬ 
olies of the biggest powers kept growing, and 
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the rich were getting richer, while the poor 
were becoming still poorer. 

Colonial Empires Falling Apart. World 

War I was followed by the crisis of the colo¬ 
nial system. After World War II the crisis 
grew into disintegration and then into a total 
collapse of the colonial system. National libera¬ 
tion revolutions swept across continents, 
smashing the once powerful colonial empires. 

In their place there emerged over a hundred 
new independent states. Together with the Latin 
American states which had long since won polit¬ 
ical independence, they made up a large group 
of what is known to be developing countries 
with a half of the world population living there. 

The newly-free states took into their hands 
the property of the imperialist powers and colo¬ 
nial administrations in their territory. The activ¬ 
ity of a number of private foreign companies 
was limited. The property of such companies 
was nationalised in more than 70 newly-free 
states. After that the imperialists could no longer 
derive surplus value from their former colonies 
and dependent countries by old-time methods. 
So they had to adapt themselves to the new 
conditions not to lose hold of this major source 
of profit. And colonialism, which had been based 
on direct ownership of the colonies, was succeeded 
by neocolonialism. 
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The Essence of Neocolonialism. Neocolo¬ 
nialism is a new system of unequitable eco¬ 
nomic and political relations imposed by the 
imperialist states on the developing countries, 
a new form of oppression of former colonial 
peoples: the imperialists went over from direct 
violence and open political domination to more 
sophisticated economic methods of exploitation. 
In this process, economic expansion is often 
combined with the political and military pres¬ 
sure. Neocolonialism has been using the economic 
backwardness of developing countries and their 
dependent position in the capitalist world eco¬ 
nomy. The neocolonialists disguise their policy 
of plunder by demagogic assurances of combating 
backwardness in developing countries, but their 
two priority goals are: to retain the former 
colonial and dependent countries within the 
system of world capitalism and to provide for 
the monopolies a possibility for obtaining a stable 
maximum surplus value. 

Over the past three decades the imperialist 
countries have extracted from newly-free states 
more real values than the former colonial powers 
did during the three preceding centuries of colo¬ 
nial rule. 

Neocolonialist Exploitation. Neocolonialist 

exploitation makes use of practically all ways 
of extracting surplus value that are used by 
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monopoly capital outside its own country. 

Export of capital has a major role to play 
in neocolonialist exploitation. Neocolonialist poli¬ 
cy facilitates and extends its access to newly-free 
countries. 

Trade between the imperialist powers and 
newly-free countries is nothing short of rapa¬ 
cious : customs barriers are lowered for the 
goods delivered from the imperialist to newly-free 
countries and the exchange of goods is made 
utmostly unequivalent in favour of foreign mo¬ 
nopolies. 

Under the guise of assisting industrialisation, 
the transnationals penetrate into newly-free 
countries where previously they had been re¬ 
ceived coolly or even rejected. They quite skilfully 
adapt themselves to the conditions now obtaining 
in these countries and thus acquire an opportu¬ 
nity constantly to pile up their profits. 

So-called “aid” to developing countries is 
used for stepping up neocolonialist exploitation. 
The strings attached to this “aid”, which is 
said to be granted free, increase the plunder 
of former colonies. For instance, it is demanded 
that new ways be opened up for highly pro¬ 
fitable investments and a wish is expressed that 
the import of goods at higher prices from impe¬ 
rialist powers be stepped up. The terms of 
“aid” are designed also for giving freedom of 
action to the transnationals. But the main thing 
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is that the aim of this “aid” is to retain de¬ 
veloping countries under imperialist influence 
and to encourage their development along the 
capitalist path. 

The imperialists are trying in every way to 
weaken those who fight against neocolonialist 
exploitation, who are opposed to the tendency 
of foreign capital to appropriate ever more 
surplus value. To that end, the neocolonialists 
join hands with the local big bourgeoisie and 
the social groups close to it, rendering them 
assistance in their own businesses and employing 
them as managers. 

But the newly-free nations, opposed to neoco¬ 
lonialist exploitation, are coming out for their 
vital rights. They see well who their enemies 
are: the transnationals, foreign monopoly capital, 
and neocolonialists of all shades. It is these 
enemies that take the surplus value away from 
them, using it for their own enrichment. It is 
they who bring them hardships and misery. Many 
of the newly-free countries enjoy the constant 
economic aid and support extended by the USSR 
and other socialist countries—a contrast with the 
predatory actions by neocolonialists. The disinter¬ 
ested aid coming from the socialist community 
is not made conditional on interference in the 
internal affairs of the young sovereign states. 
Its purpose is to help them to advance along 
the path of progress. 






Chapter Twelve 


THE ROLE OF STATE-MONOPOLY 
CAPITALISM IN EXPANDING 
SURPLUS VALUE PRODUCTION 


As contradictions are mounting 
within monopoly capitalism, it 
grows into state-monopoly capital¬ 
ism. The power of the monopo¬ 
lies is merged with that of the 
state in order to expand the pro¬ 
duction of surplus value and to 
ensure the appropriation of its ever 
bigger part by monopoly capital. 
All this is achieved in several 
ways. 

State-Run Enterprises and 
the Profit Gained by Capital¬ 
ists. Interference in the econo¬ 
my of the bourgeois state is ob¬ 
served in the considerable expan¬ 
sion of its business activity. This 
activity is conducted in the frame¬ 
work of state-monopoly ownership. 
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In France, for instance, the state accounted 
for 34 per cent of the entire stock capital in 
industry and transport in the early 1980s. In 
the USA, the state owned fixed capital to 
the tune of almost 2.6 trillion dollars. In Britain 
and Italy, over 20 per cent of factory and 
office workers were employed at state enterpri¬ 
ses, and in Austria such enterprises turned out 
about one-third of industrial output. 

At state-owned enterprises the bourgeois state 
acts as one big monopoly capitalist and speaks 
for the interests of the entire monopoly bour¬ 
geoisie. From this position the state organises 
production strictly on capitalist lines. It forces 
the workers to toil not only during the necessary 
but also during a surplus time. To that end, 
it uses the same methods of producing surplus 
value as those used at private enterprises. More¬ 
over, these methods are in this case more in¬ 
human, because the power and authority of the 
state are added to the usual means of pressure. 
Besides, to stimulate the labour of workers a 
wide use is made of demagogic expatiations about 
national interests and work for the benefit of the 
nation. 

The merciless exploitation of workers at state 
enterprises creates a huge amount of surplus 
value. Its greater part is either directly handed 
over to the monopolies or is used exclusively 
in their interest. This, naturally, causes the 
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increase of the total surplus value appropriated 
by the monopoly capitalists. 

There are a number of channels along which 
the surplus value created at state-run enterprises 
gets into the hands of the monopoly bourgeoisie. 
Most important of these is the sale of goods 
and services produced at the state enterprises. 
The state provides the monopolies with fuel, 
electricity, various mineral raw materials and 
transport at the prices and tariffs fixed very 
low: most often they do not even cover the 
production costs. They also are far below the 
prices at which the same goods and services 
are sold to the population. Thus, in France the 
state trust Charbonnage de France had long 
supplied coal to monopolies at 85 to 90 per 
cent of its cost price. Another French state 
association, Electricite de France, had for many 
years sold electricity to chemical and metallur¬ 
gical monopolies 5 to 10 times cheaper than 
to the population. 

Buying the output of state enterprises at 
reduced prices, the monopolies thus pay for 
only a part of its cost and get the other part 
free. Thus they appropriate, without any pay¬ 
ment, a large portion of the surplus value 
produced at state enterprises. 

At the same time, the monopolies sell equip¬ 
ment and raw materials to state enterprises at 
higher prices, which means that the state pays 
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them more than the output costs. As a result, 
the monopolies not only recoup the expenses on 
their sold output but receive a considerable sum 
in excess of it. This additional sum is paid by 
the state at the expense of the surplus value 
created at the state enterprises. 

The monopolies receive benefits at the expense 
of state enterprises and additional surplus value 
by purchasing various raw materials, fuel, and 
electricity at reduced prices. 

A big source of profit for the monopolies 
is their buying state enterprises at minimal prices. 
These transactions are often carried out on a very 
large scale. Thus, after World War II, US 
monopolies bought up state enterprises and 
materials, which had cost the government 
60 billion dollars, at prices way below their 
actual cost. The Morgans, for instance, paid 
120 million dollars for a few metal works 
bought from the state, though the works had 
cost the government 350 million. 

No less profitable for the monopolies is the 
system of “partnership” under which state enter¬ 
prises are handed over to monopolies for use 
practically free. It so happens that an enterprise 
is built by the state but the monopolies derive 
profits from using it. This enables monopoly 
capitalism to receive surplus value at a minimum 
cost. The “partnership” system is most 
widespread in the United States, where many 
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enterprises of atomic power industry and space 
communications, which had been built with 
state money, are managed and serviced by 
private monopolies. 

Subsidies and Benefits for Private Capital 
at the Expense of the State. The bourgeois 
state today has concentrated vast financial re¬ 
sources in its hands. Suffice it to say that the 
share of the state budget in industrialised capi¬ 
talist countries ranges between 25 and 50 per 
cent of the national income. These funds are 
constantly being redistributed by the state in 
favour of the monopolies, which decreases the 
earnings of the working people and increases 
the profits of monopoly capital. 

The state finances the training of skilled 
personnel. Otherwise, the training would have 
to be done by the monopolies. Indeed, it is 
impossible to create the maximum of surplus 
value under the scientific and technological revo¬ 
lution without exploiting skilled labour. 

The monopolies impose the solution of big 
scientific problems onto the state. As is known, 
technology cannot be effectively developed, and 
basically new goods cannot be produced, without 
developing science. The state spends heavily 
for these purposes; these expenditures become 
a major factor of technological progress and 
increases the competitiveness of the monopolies 
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on the world market. They also offer broader 
opportunities for the monopolies constantly to 
receive excess surplus value. 

Using its funds, the state grants lavish subsi¬ 
dies, loans and credits primarily to big monop¬ 
olies. And the subsidies are granted free as 
a rule, while credits and loans are granted on 
easy terms; the interest rate fixed on them is 
far below those on the free market. These sums 
enable the bigger monopoly companies to expand 
production and produce new goods, which gives 
them new profits and new advantages over the 
rivals. 

The monopolies also benefit a good deal from 
the tax reductions made by the state for them. 
Tax rates are lowered for the monopolies more 
often and to a greater extent than for the 
poorest sections of the population. For instance, 
the tax reform carried out by the Reagan 
Administration “saved” the US corporations 
50 billion dollars in 1982. All kinds of benefits 
are granted during the taxation of profits to be 
invested. In most capitalist countries a large 
portion of the new investments is not regarded 
as net profit and therefore is not taxed. In 
some countries, no taxes are levied on new 
industrial enterprises for a term of up to 10 years. 

The tax systems in capitalist countries have 
a host of loopholes in them allowing the monop¬ 
olies to evade profit taxation. In particular, 
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taxes are not levied on their pension and insur¬ 
ance funds, charity donations, the profits spent 
on financing political parties, on covering the 
losses of previous years, and so on. The trick 
the monopolies do is very simple. They first 
transfer large sums from their profits to the 
above-mentioned funds, thus greatly reducing 
the size of the profits to be taxed. When they 
need the money back, they just take it back and 
use it as it suits them. 

The policy of speeded up wear and tear 
offers great opportunities for tax evasion. Nor¬ 
mally equipment wears out during ten or more 
years. Therefore each year 10 per cent of the 
cost of equipment is added to the cost of 
manufactured goods. These sums are accum¬ 
ulated for purchasing new equipment and are 
called amortisation, or a sinking fund. In case 
of speeded up wear and tear the monopolies 
are allowed to write off the cost of equipment 
for 4 to 5 years. This means that they add 
a part of the profit to the wear and tear 
fund. That part, just like the wear and tear 
fund as a whole, is not taxed; therefore the 
monopolies pay to the state much less taxes 
than required, considering the total amount of 
their profit. In 1983 alone the US monopolies 
evaded the payment of taxes on 150 billion 
dollars of profit due to these tax discounts. 

Quite often monopoly bosses, with the conni- 
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vance of state agencies, resort to fraud. They 
conceal the true amount of profit and flagrantly 
understate the data on their capital. Tax evasion 
saves the monopolists huge sums of profit. For 
example, when inheriting the possessions of US 
billionaire Henry Ford, his family had to pay 
about 540 million dollars as a property tax. 
To dodge the tax, the Ford Foundation was 
hastily established and the bulk of the property 
was transferred to it tax-free. The tax on the 
rest of the property-21 million dollars-was 
paid to the state treasury. The trick saved the 
Ford family over 520 million dollars. 


The State and Monopoly Prices. The 

bourgeois state is the biggest buyer in the capi¬ 
talist world today. In industrialised capitalist 
countries the purchases it makes amount to 25 
to 33 per cent of the GNP. They form a vast 
state market indeed. 

This guarantees the capitalists, above all the 
monopolies, a more stable marketing of their 
goods. The monopolies can thus sell more of 
their produce. Their losses caused by the changing 
demand are decreasing, and the profits are 
growing. 

The terms of selling at the state market are 
extremely favourable for the monopolies. 
Transactions there are made at the prices that 
are very profitable to the monopolies. The state 
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bolsters up this system of monopoly prices in 
every way to benefit monopoly capital. For 
that purpose special laws are sometimes passed, 
sanctioning high prices imposed on the market 
by the monopolies. In other instances the prices 
are fixed strictly in state contracts, and the 
state assumes an obligation to buy goods pre¬ 
cisely at these fixed prices, whose size is established 
under arrangements between the monopoly 
boards of directors and corresponding govern¬ 
ment agencies. In this case the prices suggested 
by the monopolies are taken as the basis for 
future fixed prices. 

To keep high the prices of the goods sold 
by the monopolies, the state actively influences 
foreign trade, stimulating export in every way. 
The exporters are paid special export bonuses 
and subsidies. The expanding export of goods 
narrows down their supply on the home market 
(which offers a possibility for jacking up prices). 
Simultaneously the state erects customs barriers 
to limit the import of similar goods. 

The bourgeois state supports not only high 
monopoly but also low monopoly prices (fixing 
reduced prices of the goods turned out by state 
enterprises and supplied to the monopolies). 
The losses of the enterprises in this case are 
recouped from the state budget. 

The strengthening of the monopoly price 
system with the help of the state adds stability 
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to the superprofits gained by the monopolies. 

Militarisation and Profit. Militarisation of 
the economy and the arms race are signs of para¬ 
sitism and decay of state monopoly capitalism. 
Militarisation is the greatest threat to mankind. 
But it offers most fabulous opportunities for 
His Majesty monopoly capital. 

The imperialists use these opportunities rapa¬ 
ciously and on a large scale. For instance, the 
Rockefellers made 500 million dollars of net 
profit on World War I; World War II brought 
them another 2,127 million dollars of profit. 
Other monopoly clans, too, received vast sums 
of surplus value during the wars. So war, 
which means death, blood and sufferings to the 
working people, brings profit, a lot of it, to 
the capitalists. 

This explains why in peace time, too, the 
monopolists always insist that the governments 
of their countries should boost military spending 
and the arms race and provoke war hysteria. 
The militarisation of the economy expanded to 
especially broad proportions in the 1980s. In 
1982, 650 billion dollars was earmarked for 
military purposes in the world. The following 
fact will illustrate how enormous the waste is: 
about 2 billion dollars a year is required by 
the United Nations to carry out all its pro¬ 
grammes in health protection, education, nature 
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conservation, technical aid and food supplies. 
Just compare: 650 billion and 2 billion! 

But even the present military spending, enor¬ 
mous as it is, is not enough to the reactionary 
bosses in the imperialist powers: the US mili¬ 
tary budget is increased by 12-14 per cent 
annually. 

The immense military budgets enable the 
imperialist states to offer most profitable contracts 
to the monopolies. In the USA, for instance, 
the Pentagon annually places orders with the 
monopolies to the tune of 10 million dollars. 
The biggest and most profitable contracts nor¬ 
mally go to General Dynamics, Rockwell Inter¬ 
national, Boeing and other big concerns. 

The war industry brings the Big Business 
tycoons far greater profits than civilian industries 
do. In the United States the profits of arms 
manufacturers are on the average 70 per cent 
higher than those obtained at the civilian facto¬ 
ries. The high profits are due not only to the 
surplus value produced at military industrial 
enterprises: a big role in profit-making is played 
also by the redistribution of a part of the 
surplus value created at civilian enterprises. 
This redistribution is effected through the state 
monopoly budget and the taxation mechanism. 
As a result, the total sum of the surplus value 
obtained by military-industrial monopolies runs 
into billions of dollars. The military business 
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is being increasingly joined by the military 
concerns of smaller countries capitalising on 
arms trade. Israel, for example, conducts trade 
in arms with 18 countries, and Brazil, with 
16 countries, both selling over 1 billion dollars’ 
worth of weapons annually. 

Military spending is a mounting burden for 
the young developing countries whose economies 
are yet immature. The total amount of these 
expenditures increased in these countries from 
27.8 billion dollars in 1970 to 81 billion in 
1982. The nascent states spend on arms six 
times as much as they spend on medical care 
and 200 per cent more than on education. To 
meet their requirements for arms, more than 
30 developing countries have built their own 
munition factories, though they have to import 
most of their weapons. 

In the early 1980s, 105 developing countries 
were buying weapons abroad. In 1980 alone 
they purchased 18.3 billion dollars worth of 
arms. 

The State Interferes in Labour Relations. 

The state helps the capitalists to squeeze ever 
more surplus value from the workers. To that 
end it interferes more and more in the relations 
between labour and capital. 

To suit private capital, anti-labour legislation 
is adopted in many countries. The state slows 
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down the growth of wages, demanding a freeze 
on them. It insists also that the trade unions 
should not demand wage increases despite the 
price growth. All this enables the capitalists 
to buy labour power cheaper and squeeze 
additional profit at that. 

The state restricts the struggle of the working 
people for their rights, forcing them to accept 
the labour conditions dictated by monopoly 
capital. For that purpose it issues legislation 
making it possible to prohibit strikes and per¬ 
secute the trade unions. In Britain, for instance, 
solidarity strikes have been outlawed and the 
number of permitted workers’ pickets have been 
greatly reduced under the Employment Act. 
British courts are entitled to pass decisions on 
payments of a compensation to employers from 
trade union funds in the event of an “ille¬ 
gitimate strike”. 

The State Supports the Monopolies’ 
Foreign Economic Expansion. By supporting 
the monopolies’ economic expansion abroad the 
state makes it easier for them to obtain the 
surplus value in foreign countries. In doing so 
the state seeks to ensure a high profitability 
of private investment and expansion of foreign 
trade operations and to fix the selling and 
purchasing prices that benefit the monopolies 
most. These are precisely the terms demanded 
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by the imperialist states for signing trade agree¬ 
ments with foreign countries, especially the 
developing ones. These agreements, in gist, 
should provide for the export of state capital 
and the granting of subsidies. 

To step up the foreign economic expansion 
of the monopolies, the state makes a wide use 
of various financial stimuli and ensures govern¬ 
ment guarantees for private investment. 

Bourgeois governments, together with the 
bigger monopolies in their countries, take part 
in setting up international alliances. They facil¬ 
itate capitalist integration, helping the transna¬ 
tionals to enlarge their international positions. 
State support to foreign economic expansion 
helps monopoly capital to plunder other na¬ 
tions and to appropriate an ever greater por¬ 
tion of the surplus value they produce. 




Chapter Thirteen 


SURPLUS VALUE-THE SOURCE 
OF ENRICHMENT FOR 
CAPITALISTS 


The Use of Surplus Value. 

Now we know how and in what 
proportions the capitalists appro¬ 
priate the results of the unpaid 
labour of hired workers and var¬ 
ious other sections of the popu¬ 
lation in their own countries and 
in other capitalist and developing 
states. But how does the capital¬ 
ist use the surplus value he re¬ 
ceives? 

Normally he would divide it in 
two parts. The one to be used as 
profit goes to make up his personal 
consumption fund. The other part is 
used for increasing his capital and 
makes up the accumulation Jund. 

Extravagance and Sump¬ 
tuousness Are Growing. The 
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capitalist uses a part of his personal consump¬ 
tion fund for buying food, clothes, footwear, 
household goods, medicines, and so on, for 
himself and his family, spending a large part of 
this fund on luxury goods and other kinds of 
non-productive accumulation. He buys expen¬ 
sive cars and private planes, houses, palaces, hunt¬ 
ing-grounds, jewellery, art collections, yachts, 
stables for race-horses. The capitalist spends 
this fund also on employing numerous ser¬ 
vants, giving grand parties and satisfying his 
other excessive requirements. 

Due to parasitically appropriating the surplus 
value created by thousands upon thousands of 
workers, the richest families beat all records 
in extravagance. The Rockefellers, for instance, 
own dozens of houses and villas worth hundreds 
of millions of dollars. 

The richest capitalists spend huge sums on 
beautifying their homes, arranging private picture 
galleries and rare collections. In the house of 
billionaire Paul Getty of California, for instance, 
there is one of the world’s best collections 
of French furniture and carpets of the 18th 
century. Displayed there are also marbles of 
ancient Greece and Rome, canvases by 
Rembrandt and other great artists. The picture 
gallery in Getty’s house in London is not in¬ 
ferior to his Californian collection. The picture 
collection of Lawrence Rockefeller is priceless. 
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The US bourgeoisie alone spend some 
40 billion dollars a year on buying luxury 
items, jewels and clothes. 

The rich lose fortunes in gambling-houses. 
The money they spend on gambling would be 
quite enough to deliver thousands of people 
from misery. The profits of gambling-houses 
in the USA in the early 1960s totalled 
28 billion dollars. 

The financial oligarchy spend lavishly on 
receptions, banquets and parties. 

All this is being done at the expense of the 
surplus value created through the sweat and 
blood of the working class. 

Accumulation of Capital. Squandering pro¬ 
digiously on excessive consumption, the capi¬ 
talists nevertheless constantly seek to amass their 
fortune. Therefore, they accumulate a part of 
the surplus value obtained. The accumulated sum, 
added to the capital already existing, is thus 
turned into capital. Made up of surplus 
value, this capital is therefore a result of the 
appropriation of the unpaid labour of hired 
workers. 

In order to add surplus value to productive 
capital, the capitalist divides his accumulation 
fund in two parts. One part is spent on pur¬ 
chasing more machines, equipment, raw and 
other materials, and fuel. It is thus turned into 
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additional constant capital. This part of the 
surplus value is used for enlarging the operating 
enterprises and building new factories and mines, 
drilling new oil wells, etc. 

But factories cannot operate by themselves. 
Therefore, the other part of the accumulation 
fund is spent on hiring additional labour work¬ 
ers, engineers, employees. This part of the 
surplus value is turned into additional variable 
capital. 

Let us see just how surplus value turns into 
capital. Suppose a capitalist has a capital of 
10 million dollars and he advances 8 million 
for the constant capital and 2 million for the 
variable capital. With the average surplus value 
being 300 per cent, 6 million dollars of surplus 
value will be created. 

Now assume that 1 million dollars is con¬ 
sumed by the capitalist. Then the remaining 
5 million can be used for accumulation. To 
add the money to his capital, he divides the 
accumulation fund in two parts, adding 4 million 
dollars to the constant capital and 1 million 
to the variable capital. So the whole capital 
is thus increased to 15 million dollars. Now 
the size of the constant capital is 12 million 
dollars and that of the variable capital is 
3 million dollars. With the same rate of exploita¬ 
tion the capitalist can now receive 9 million 
dollars of surplus value. 
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So, by turning surplus value into capital, the 
capitalist can increase the mass of surplus 
value. He thus uses the already appropriated 
unpaid labour of wage workers for squeezing 
still more unpaid labour from them. 

The Bourgeoisie Grow Richer. By turning 
surplus value into capital the capitalists build 
up their wealth. 

A most spectacular capital growth was de¬ 
monstrated in the United States by the Rocke¬ 
fellers who amassed one of the greatest fortunes 
in history by exploiting workers in all continents. 
It began way back in 1862 in the American 
city of Cleveland where John Rockefeller built 
a kerosene factory. A son of a horse-lifter and 
swindler, he had at the time a capital of 
4,000 dollars. Using most ruthless methods of 
exploiting workers, bribery, fraud and black¬ 
mail, Rockefeller increased his capital in the 
first two decades 10,000 times over. By the 
early 1880s, he already had 40 million dollars. 
In the next 20 years that sum increased five¬ 
fold, to reach 200 million in 1901. Before the 
start of World War I, Rockefeller’s capital was 
900 million dollars. Later on the personal fortune 
of the Rockefellers increased to 4-3 billion dollars. 
And the capital controlled by the family is 
still greater. Already in 1955, the financial-oli¬ 
garchy group headed by the family controlled 
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a capital of 61.4 billion dollars; today it has 
reached 163.2 billion. 

The capital of other biggest capitalist tycoons 
is growing just as fast. Paul Getty, for one, 
received from his father 15 million dollars in 
the early 1930s; in the 1960s, his fortune ex¬ 
ceeded one billion dollars. South African multi¬ 
millionaire Harry Oppenheimer inherited from 
his father about a hundred companies in 1957. 
By the early 1970s, he had added another 
50 to them. The world-famous Japanese firm 
Sony started out in 1947 with a mere 537 dollars; 
now the annual amount of its sales exceeds 
400 million. The firm exports its produce to 
160 countries. 

As capital is accumulated, the wealth of 
society is increasingly concentrated in the hands 
of a few richest capitalist families. The number 
of millionaires is growing fast. In 1948, 13,000 
Americans had over one million dollars each; 
in 1962, the number of millionaires was 67,000, 
and in the early 1970s, 200,000. Today, there 
are 482 families in the USA controlling a capital 
of more than 2.2 trillion dollars, or 40 per cent 
of all investment. 

Big capital is amassed also by the bourgeoisie 
in many developing countries. There the share 
of profit in the hands of 10 per cent of fa¬ 
milies is even greater than in industrialised 
capitalist countries. In the early 1970s, it was 
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50.6 per cent in Brazil, 50 per cent in Hon¬ 
duras, and 42.9 per cent in Peru. In Britain, 
it was 23.5 per cent and in the FRG, 
30.3 per cent. 

Rentiers Are Increasing in Number. As 

they grow richer, ever more capitalists abandon 
the management of their enterprises. They break 
all direct links with material production and 
become rentiers, that is, live on a fixed income 
from shares and bonds. In the USA, about 
one-third of all capitalists are not even formally 
associated with production; the enterprises they 
own are run by hired managers and engineers. 

Receiving surplus value as interest and divi¬ 
dends, the rentiers lead a parasitic life. They do 
not work and just idle away their life. Being 
a rentier is a cherished dream of entrepreneurs 
in many countries. 

The frivolity and parasitism of rentiers in¬ 
creases especially with the export of capital. 
They often even do not know in which country 
their money is used and for what purpose; 
profit is the only thing that matters to them. The 
fact that the number of rentiers keeps growing 
shows that the monopoly bourgeoisie is becoming 
an increasingly useless growth on the social 
organism. It creates nothing and only con¬ 
sumes a large portion of the national income. 














Chapter Fourteen 


THE SURPLUS VALUE DRIVE AND 
THE ONSLAUGHT OF CAPITAL 
ON THE VITAL INTERESTS OF THE 
WORKING PEOPLE 


1 he drive for surplus value in 
bourgeois society is accompanied 
by the onslaught of the capita¬ 
lists on the vital interests of the 
working people. To increase their 
profit the capitalists doom the 
workers to exhaustive labour, 
misery and suffering. 

The Mounting Burden of 
Unemployment. The loss of a job 
is a great disaster to a worker. 
To become unemployed means to 
be left without means of sub¬ 
sistence, without an opportunity to 
eat enough food and to have de¬ 
cent housing. It means to lose 
confidence in today and a hope 
for tomorrow. 

Unemployment leaves people no 
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hope in life, causing moral degradation. It mer¬ 
cilessly takes away confidence in the future and 
provokes suicide. The following are the horrible 
facts cited at the 1983 congress of American 
unemployed in Chicago: about one hundred 
workers fired by Wisconsin Steel committed sui¬ 
cide; one of them poured gasoline over himself 
and set himself on fire; another threw him¬ 
self out of a window on the fourth floor; and 
there was an instance when a worker poisoned 
himself and his family to death with exhaust 
gas. There have been a lot more instances 
like these. 

Unemployment is unavoidable under capital¬ 
ism. In the drive for surplus value the capital¬ 
ists bring in new technology, use new forms of 
labour organisation, and intensify work. To 
boost their profits they use less work force for 
the same output. As capitalism develops, the 
proportion of variable capital is decreasing with 
the rising technological level of production. 
The capitalist begins to spend more on machines 
and less on wage labour. New technology elim¬ 
inates jobs, and capitalist production is unable 
to provide jobs for all who need them. A part 
of the working class thus becomes redundant 
that is, unemployed. 

The army of unemployed is replenished by 
those who are fired, aged workers for the most 
part, and also by young people who just set 
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out on independent life. 

The scope of unemployment is expanding 
with years, spreading like a cancerous tumour 
on the body of the capitalist economy. Official 
statistics say the total number of fully 
unemployed increased in industrialised capitalist 
countries from 6.5 million in the 1960s to 
24.7 million in 1981. In 1983, it reached the 
disastrous mark of 35 million, beating one of 
the saddest records in the history of capital¬ 
ism the record of unemployment set in 1932, 
when the number of fully unemployed in de¬ 
veloped capitalist countries was nearly 24 million 
(the figure was almost 30 million counting those 
partially jobless). What we see in the capitalist 
world today is not just unemployment it is 
super-unemployment. In 1983, almost 10 per cent 
of the able-bodied population in industrialised 
capitalist countries were jobless. 

In the developing countries the situation 
is still more appalling: every third working man 
is out of job there. The total number of 
unemployed, fully or partially, in these countries 
was 400 to 500 million in the early 1980s. 
In Mexico, for instance, there were from 10 
to 12 million unemployed in 1983. That same 
year in Venezuela, 24 per cent of the popula¬ 
tion were hit by unemployment. The number 
of jobless in Chile is still greater: up to 30 per 
cent of the able-bodied population. In El Sal- 
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vador, unemployment reached 40 per cent in 
the towns and 70 per cent in the countryside. 

Growing unemployment is used by the capi¬ 
talists as an additional powerful means of 
squeezing more surplus value out of their wage 
workers. The threat of losing a job forces the 
worker to comply with the demands of the 
capitalist. If he refuses to accept harsher terms, 
he would be replaced right away by any of 
the numerous jobless who are ready to accept 
any terms. This is how American writer John 
Steinbeck described the situation in his novel 
The Grapes of Wrath : “When there was a work 
for a man, ten men fought for it-fought with 
a low wage. If that fella’ll work for thirty 
cents, I’ll work for twenty-five. 

“If he’ll take twenty-five, I’ll do it for twenty. 

“No, no, I’m hungry, I’ll work for fifteen. 
I’ll work for food.” 1 

To keep his job, and not to be replaced by 
an unemployed man, the worker has to agree 
to a lower wage, to intensification of labour and 
to worse working conditions. All this directly 
benefits the capitalist, for he receives more 
surplus value as a result. As for the unemployed, 
he, just like the employed worker, is on the 
losing side. The over-intensive work of those who 


1 John Steinbeck, The Grapes of Wrath , The Sun Dial 
Press, New York, 1941, pp. 386-87. 
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have jobs decreases the need for labour, and 
so it becomes harder to get a job. 

The Prices Go Up. The constant rise in 
prices is a heavy burden on the working class 
and all working people. Under capitalism, the 
prices for the goods required by workers can 
change in only one direction, which is upwards. 
The price rise trend is spreading fast. Today, 
bread is sold at one price, and tomorrow the 
price is up. The prices of meat and milk, 
potatoes and other vegetables, and those of 
other foods are rising at a fast rate. There is 
a constant increase of the prices of clothes, 
footwear, radio sets and durables. In the USA, 
for instance, consumer prices went up in 1970- 
1982 by 150 per cent, and in Britain the 
increase was 340 per cent. 

The rise in consumer prices in the developing 
countries has reached disastrous proportions. In 
1978-1979, the prices there were rising on average 
by 20 per cent annually. In 1980-1981, their 
average annual growth was 35-40 per cent. 

The rising prices hit hard at the workers and 
their families. Wage increases do not catch up 
with the price rise. As a result, a worker can¬ 
not buy as much as he used to. The price 
increase compels the workers to buy less food, 
clothes, shoes and other consumer goods, i.e., 
the real wages go down. In the United States, 
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real wages were thus reduced between 1973 
to 1983 by almost 20 per cent, down to the 
1971 level. Real wages in Argentina shrank 
by 30 per cent in 1981-1982 alone. 

While the price increase lowers the living 
standards of the working people, the monopo¬ 
lists capitalise on it, using it as an instrument 
of plundering workers and peasants as they sell 
goods to them. The price rise increases revenues 
for the monopolies, thus adding to their profit. 

The rise of prices also augments the rate of 
surplus value. Indeed, a reduction of real wages 
lowers the cost of labour power, which reduces 
the necessary labour time and increases the 
surplus labour time. The extension of the sur¬ 
plus labour time causes the growth of surplus 
value; this is achieved in a covert way, which 
is something capitalists benefit from a good 
deal, for in this case stepped up exploita¬ 
tion is not as obvious as, for instance, when 
the working day is prolonged or labour is 
made more intensive. 

Hunger and Malnutrition. Unemployment, 
price increases, the unceasing onslaught of 
capital on the vital rights of the working 
people are all the causes of malnutrition among 
many workers and their families. Hunger and 
malnutrition are a scourge for millions. Even 
in the United States they have affected 14 mil- 
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lion people. The children of the poor often 
search for food in garbage-cans in the United 
States, this richest country of the capitalist 
world. 

In the newly-free countries, with the develop¬ 
ing level far below that of industrialised capi¬ 
talist states, the situation is, of course, much 
worse. In that part of the world about 1 bil¬ 
lion people suffer from malnutrition. Of them, 
over 500 million are hit by famine. About 
40 million people die of hunger there annually; 
half of them are children. 

The food situation is most intolerable in the 
developing countries of the Far East, where 
27 per cent of the population suffer from hunger 
or malnutrition. In Africa, 22 per cent of 
the population do not have enough to eat. 

Poor Housing. Some 1 billion people in the 
world do not have adequate housing. Capital¬ 
ists do not wish to spend their money to 
solve this acute problem. They are after profits 
and so are uninterested in housing for the poor. 
Just as it was at the dawn of capitalism, they 
compel a large part of the population to live 
in houses or huts unfit for human habitation, 
and some people do not even have a roof 
over their heads. In the United States, there 
were 3 million homeless people in 1983. These 
people spend the night in the streets, under 
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bridges, or at the ventilation grates of the 
subway. 

The slums have become most disastrously 
widespread in the urban areas of the developing 
countries, with a quarter or even two-thirds of 
the urban population living there. The living 
conditions in the slums are abominable. A great 
concentration of people living in poor sanitary 
conditions, and crime are typical there. And so 
long as capital reigns supreme, there can be no 
hope for radical improvement. 

Instead of improving the living conditions, the 
capitalists invest in the war industry and spend 
more on war preparations. 

Medical Care Becomes More Expensive. 

The cost of medical care in the capitalist world 
has been snowballing. In the USA, it has almost 
tripled over the past dozen years. The working 
man finds it ever harder to pay for a visit 
to a doctor, not to speak of a stay in a hospital. 
The pharmaceutical firms are bleeding the 
workers white by constantly increasing the prices 
of medicines. So, the capitalists make still more 
profit on diseases and injuries. On the other 
hand, ever more people, especially those of the 
poorer sections, are left without any medical 
aid, which has a deteriorating effect on their 
health, causing premature death among many 
of them. 
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In the developing countries, 1.5 billion people 
cannot afford to use the health service. Of 
them, 400 million are children aged under 6. 
The amount of medicines used per one person 
is 70 times smaller than in industrialised capital¬ 
ist countries. Diseases are raging: tuberculosis, 
schistosomiasis, malaria, stomach diseases, etc., 
are always there. 

The Social Gap Is Widening Between the 
Bourgeoisie and the Working Class. In 

the process of capitalist development the social 
gap dividing the workers and the capitalists 
is widening. Even at a time of economic recov¬ 
ery, when the wages are increasing, the profits 
of the capitalists are growing much faster. The 
appropriation of surplus value makes the rich 
still richer, while the conditions of the workers 
are getting worse, as compared with those of 
the bourgeoisie. The share of the working class 
in the national income and in the aggregate 
social product, as well as in the national wealth 
of a country as a whole, is shrinking. This 
is how this process is going on in the USA. 
Less than one per cent of the population there 
owns over a half of the national wealth. And 
the richest families, that is, 0.3 per cent of the 
US population, possess 22 per cent of the wealth. 
This pole of wealth in the USA, just as in 
any other capitalist country, is opposed by the 
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pole of labour. On the latter pole, 60 per cent 
of the US citizens possess a mere 7.5 per cent 
of the national wealth. This means that every 
person of the 0.3 per cent of the upper crust 
has 600 times as much material wealth as each 
one of the 60 per cent on the pole of labour. 
As we see it, the gap is enormous, and it 
cannot be closed under capitalism. 

The drive for surplus value makes the onslaught 
of the pole of wealth on the pole of labour 
still more violent. A bit more than 23 million 
people in the United States were registered 
among those living below the poverty line in 
1974. Early in 1983, their number increased by 
50 per cent, to reach 35 million, or 15 per cent 
of the country’s population. 

Poverty in the USA and in other industrialised 
capitalist countries, widespread as it is, is in¬ 
comparable with destitution in the young 
newly-free states where over 1 billion people live 
in extreme misery. Of them 800 million have 
the annual per capita income below 150 dollars, 
which means they have only 41 cents a day. 

The abyss of poverty between the industrialised 
capitalist and the developing countries, far from 
narrowing, has been growing wider. It has been 
estimated that in 1770 the per capita gross natio¬ 
nal product in Europe was 20 per cent bigger than 
in the countries now called developing. In 1870, 
one hundred years later, the gap widened to 
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250 per cent. And in another 100 years, in 
1970, it was 630 per cent. There is enough 
reason to believe that in the year 2000 the 
cost of the per capita GNP in industrialised 
capitalist countries will be 14 times as big as in 
developing states. 


i 



Chapter Fifteen 


THE WORKING CLASS FIGHTS 
AGAINST CAPITALIST 
EXPLOITATION 


G rowing exploitation and in¬ 
fringement on the vital rights of 
the working people by the capital¬ 
ists evoke protest and counter¬ 
action among the working class 
and its allies. The working class 
boldly rises to defend its interests 
in open battles against the bour¬ 
geoisie, shaking the foundations of 
bourgeois society. 

The First Class Battles of the 
Proletariat. Before the start of 
the 19th century, the class struggle 
of the proletariat was most simple 
in form. At that time, the first 
machines were used in industry. 
That caused unemployment, a 
longer working day and intensified 
labour. Therefore, the workers saw 
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the root of all evil not in capitalist relations, 
but in the machines, and it was against them 
that their protest action was spearheaded. 

Already in the 17th century, a tide of work¬ 
ers’ protest against machines used for weaving 
ribbons and galloons swept nearly all across 
Europe. In the 18th century, the workers burned 
down the first cloth-shearing machines. At the 
turn of the 19th century, a massive destruction 
of manufacturing machinery began at British 
factories the Luddite movement, named so after 
Ned Ludd, a legendary apprentice referred to 
as General Ludd, who was believed to be the 
first to destroy a machine-tool. 

With time the proletariat came better to 
understand its position. It realised that it was 
not the machines but the capitalist way of 
using them, and capitalist exploitation, that they 
should fight against. The class struggle of the 
proletariat reached a higher level and assumed 
diverse forms. 

The Economic Struggle of the Working 
Class. At the beginning of the 19th century, 
the working class launched a massive economic 
struggle to protect its direct economic interests 
and to prevent the unlimited stepping up of 
exploitation by the capitalists. Already at the 
early stages of the economic struggle the workers 
established mutual-aid and hospital funds and 
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cooperatives; in the first half of the 19th 
century, trade unions began to emerge, first in 
Britain and then in other countries. The trade 
unions today are powerful associations fighting 
for better labour and living conditions for the 
working class. Their total membership in the 
capitalist world has approached 134 million. 

The economic struggle of the working class 
is waged over a broad range of vital issues. 
In this struggle the workers oppose the methods 
the capitalists use in producing both absolute 
and relative surplus value. Their main blows are 
levelled at the capitalist monopolies. The short¬ 
ening of the working day had long been among 
the chief economic demands of the proletariat 
and the workers have wrought out significant 
concessions from the capitalists. The struggle is 
mounting against monstrous intensification of 
labour and uncontrolled increase of overtime 
work. The workers also demand better working 
conditions, longer paid leaves and observance of 
safety engineering rules. 

Much attention is paid to the wage issue. 
The workers have always been opposed to the 
capitalists’ tendency to increase the surplus value 
by reducing wages to the minimum. They 
demand wage increases and an end to discrimi¬ 
nation in payments to various groups of working 
people. They have put up stubborn resistance 
to the anti-popular wage-freeze policy widely 
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practised by bourgeois governments; they also 
fight for equal rights of men and women and 
in defence of foreign workers. 

The demand for higher wages in the work¬ 
ing-class struggle is usually combined with other 
demands for increasing the real incomes of the 
working people. The working class demands 
better social insurance, pensions and unemploy¬ 
ment benefits. It is strongly opposed to the tax 
policy of the bourgeois state aimed at stepping 
up the plunder of the working people. It 
fights relentlessly against the rapacious attitude 
of the capitalists towards the health of the work¬ 
ing people. Action is mounting for ensuring 
normal conditions of rest and recreation, and for 
environmental protection. The workers demand 
also an expansion and improvement of school 
education and vocational training, and better 
housing. The movement for allowing the home¬ 
less to live in unoccupied apartments is gaining 
momentum. 

The economic struggle of the working class 
is increasingly focused on unemployment. The 
workers protest against the shutting down of 
factories, mines and individual workshops. They 
fight against massive dismissals and demand that 
workplaces be preserved. When their demands 
are rejected by the capitalists, the workers often 
occupy factories or other enterprises, preventing 
the capitalists from stopping production. Support 
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lor those dismissed and actions of solidarity with 
them are widely practised, too. 

As the workers are becoming more class-aware 
and better organised, the strike movement is 
spreading. In 1919-1939, on average 3.5 million 
people took part in the strikes annually in the 
capitalist countries; in the 1960s, the figure rose 
to 12.7 million, and in the 1970s, to 21.7 mil¬ 
lion. The workers in many developing countries 
are joining the strike movement on a growing 
scale. 

The forms of strikes have become more varied. 
In some cases they extend to one or seve¬ 
ral factories and in others, to whole indust¬ 
ries. 

Strikes called at the key enterprises in one or 
another industry have a special role to 
play. They are used as a warning to the employer, 
demonstrating the workers’ resolve to put forward 
unanimous demands. There are strikes spilling 
over from one factory to another and growing- 
pressure strikes, when the strikers are gradually 
joined by ever new contingents of workers. 
And finally, there are general or national strikes 
involving all, or nearly all, workers in a country. 

The diversity of the forms of strikes enables 
the workers to avoid heavy material losses while 
pressurising the capitalists into meeting their 
demands. 

A wide use is made of many other means, 
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apart from strikes, in the economic struggle 
carried on by the working class. These are 
demonstrations, conferences, meetings, and 
protest marches. The workers defend their de¬ 
mands in the press, over the radio and on televi¬ 
sion. A large demonstration in support of striking 
medical workers was held in September 1982 
in London, during which over 120,000 people 
marched in columns past the Parliament building 
and held a rally. 

The unemployed, too, have grown more active. 
National congresses of unemployed were held 
in recent years in the USA and the FRG. 
The first such congress in the FRG was attended 
by 250 various groups and associations of jobless; 
its slogan was “The Unemployed Is Not Unpro¬ 
tected”. Civil initiative committees are set up all 
across the country to combat unemployment. 

The Political Struggle of the Working 
Class. During class battles the workers come 
to realise that economic demands alone are not 
enough to achieve their main goals. Economic 
class struggle can only partially improve their 
situation, but it cannot put an end to capitalist 
exploitation. And to eliminate capitalist exploita¬ 
tion, the bourgeois system should be smashed. 
Therefore, the working class does not confine 
itself to economic struggle alone. Apart from 
economic demands it puts forward political ones 
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and launches a political struggle on a large 
scale. 

Political struggle is the highest form of the 
class struggle of the proletariat. It is no longer 
a struggle by workers at a single factory 
against the boss. It is now a struggle of the whole 
working class against the entire class of capital¬ 
ists. In this struggle the workers defend their 
vital interests, which are ultimately to put an 
end to the domination of the bourgeoisie and 
establish the power of the working class. The 
workers fight for the protection and extension 
of their political rights, for the promotion of 
democracy. Their actions against the aggressive 
foreign policy of imperialism, and their efforts 
towards peace, disarmament and prevention of 
another world war are gaining in significance. 

Today, the workers usually combine economic 
and political forms of struggle. Their demands, 
often going beyond economic bounds, become 
political. The scope of strikes, demonstrations 
and other mass action held under political 
slogans is widening. The workers are demanding 
with greater insistency the right to real par¬ 
ticipation in production management. 

They address governments directly, demand¬ 
ing effective measures to combat unemploy¬ 
ment and check the price increases, and pro¬ 
testing against the policy of cutting back on 
appropriation for social needs. The workers 
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protest against anti-trade union legislation and 
against the persecution of trade union activists. 
They fight for a broader participation in solving 
pressing economic and social problems on local 
and national levels. In Italy, for instance, the 
one million construction workers who went on 
strike in January 1982 demanded that a national 
housing construction plan be drawn up. In 
February that year Italian power engineering 
workers and electricians came out for a single 
energy plan for the country. That demand was 
expressed during their general strike which was 
joined by 120.000 factory and office workers. 

Communist and Workers’ Parties. As it 

struggles against the bourgeoisie and the system 
of oppression and exploitation, the working class 
matures and is growing stronger. It is increasing 
in number, becomes better organised and estab¬ 
lishes firmer ties with the working people at 
large. In class battles it displays courage, greater 
discipline and unity. The struggle by the working 
class for its interests is closely associated with 
its ultimate goal, which is the elimination of 
the very causes of capitalist exploitation, and 
increases the revolutionary consciousness of the 
masses. The working class becomes the spokes¬ 
man not only of its own class interests, but 
also of the interests of all working people. It 
acts as the leader of all the forces fighting 
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against the capitalist system. 

The formation of a political party is a sign 
of working-class maturity. The Marxist-Leninist 
Communist and workers’ parties are the vanguard 
of the proletariat, the leading and revolution¬ 
ising force of the labour movement. The Party 
unites and organises the working class in its 
struggle to abolish the system of capitalist 
exploitation and to go over to socialism. It 
gives the proletariat the knowledge of the 
Marxist-Leninist theory of social development 
and ensures the unity of its purpose, will and 
action. 

The first Marxist party was the League of 
Communists founded by Karl Marx and Fre¬ 
derick Engels in 1847. Its membership did not 
exceed a few hundred. In 1984, the total number 
of Communists in the world was over 80 million. 
Communist parties now function in 95 countries; 
the communist movement has become the most 
influential political force of our time. 

The best achievements of the working class 
have been made under the guidance of Com¬ 
munist and workers’ parties. Not a single sig¬ 
nificant event or a meaningful change in the 
life of nations or the whole world has ever 
occurred without Communists taking part. The 
knowledge of Marxist-Leninist theory enables 
Communists to gain a deeper insight in current 
processes and correctly to outline the prospects 
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of struggle for the interests of the working class 
and working people in general. They have always 
been in the forefront of this struggle, fighting 
in its most difficult and significant sectors. 

The working class and its allies, led by the 
Communist and workers’ parties, have won 
historic victories. The capitalist system, hated by 
the working people, has been toppled in Russia 
and in a number of other countries of Europe, 
Asia and Latin America. In these countries, 
capitalist exploitation has been abolished for all 
time. One-third of humanity is building a new 
and happy life on its path to socialism and 
communism. 




Conclusion 


W ell, this is about all we were 
going to tell you about surplus 
value. 

Having emerged together with 
capitalism, surplus value accom¬ 
panies it all the way along the 
line, always being the goal of 
capitalist production, and its chief 
motive force. 

To gain surplus value, capitalists 
subject the working class to ruth¬ 
less exploitation, robbing and 
oppressing all working people. 

To gain surplus value, capitalists 
expand production, introduce new 
machinery and join in a severe 
competition among themselves. 

To gain surplus value, capital¬ 
ists set up monopolies, divide the 
world into economic spheres of 
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influence, and pursue the inhuman policy of 
colonialism and neocolonialism. 

To gain surplus value, capitalists trample 
upon the interests of whole nations, conduct 
international plunder, and keep many former 
colonial and dependent countries in a state of 
backwardness. 

To gain surplus value, capitalists commit 
crimes, encourage militarism and do not stop 
short of anything to push mankind to the brink 
ol an all-destructive nuclear war. 

As the last hour strikes for the capitalist 
system, it spells the end of surplus value as 
well, for it comes and goes with capitalism. 

The socialist system which succeeds capital¬ 
ism knows neither capital nor surplus value. 
In socialist society, there is public ownership 
of the means of production. There is not and 
cannot be exploitation of man by man. Under 
socialism, relations among people are marked 
with collectivism, comradely cooperation and 
mutual assistance. Class antagonisms and na¬ 
tional strife disappear never to return. Care of 
all for the well-being of each and of everyone 
for the general welfare becomes the law of 
life. Socialism has proclaimed the fullest satisfac¬ 
tion of the growing material and cultural needs 
of people to be the top priority goal of social 
production. To attain this noble goal, production 
is developed and improved and scientific and 
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technological reforms are effected in socialist 
society. 

Having carried out a radical change of society 
and realised the noblest ideals, socialism has 
opened up a new path to the summits of 
progress. Whereas capitalism brings suffering to 
the people, socialism offers them the way to 
freedom, peace and happiness. 









Glossary 


Absolute rent: that part of surplus value which is 
appropriated by a landowner owing to the mo¬ 
nopoly of private property in land. 

Absolute surplus value: surplus value produced by 
an absolute increase in the length of the work¬ 
ing day; a method of stepping up the degree of 
exploitation of the workers by the capitalists 
and of increasing surplus value. 

Abstract labour: social labour of commodity pro¬ 
ducers as expenditure of labour power as such, 
irrespective of its concrete form; creates the value 
of a commodity. 

Accumulation of capital: conversion of surplus value 
into capital. 

Average profit: profit on the advanced capital 
obtained at the average rate. 

Average rate of profit: the ratio of the aggregate 
surplus value produced by the entire working 
class to the aggregate social capital invested in 
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all sectors of capitalist production expressed as 
a percentage. 

Bank-, a financial-credit institution whose chief 
function is to accumulate money capital and 
lend it out as loans. 

Banking capital: capital concentrated in banks, 
constituted by the bank’s own capital and that 
made up by deposits to the bank which are 
in fact its loan fund. 

Banking profit', difference between the total sum 
of interest a bank receives and the sum it pays 
to its depositors; a converted form of surplus 
value. 

Bond: a security entitling its owner to an income 
in the form of a fixed interest. 

Capital: value producing surplus value through 
exploitation of wage labour under capitalism. 

Capitalism: the socio-economic system based on 
private capitalist ownership of the means of 
production and the exploitation of wage labour 
by capital. 

Capitalist ground rent: that part of surplus value 
which is produced in agriculture by wage labour 
and appropriated by a landowner who leases 
his land to capitalist entrepreneurs. 

Colonialism: imperialist policies conducted in colo¬ 
nies which are aimed at exploitation and suppres- 
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sion of the peoples of colonies and dependen¬ 
cies. 

Colonial system of imperialism : the colonial and 
dependent countries taken together, which are 
exploited and suppressed by imperialist powers. 

Commercial capital : capital used by merchant ca¬ 
pitalists in the sphere of circulation for mar¬ 
keting commodities and thus realising the value 
and surplus value contained in them. 

Commercial profit-, that part of surplus value which 
an industrial capitalist concedes to a merchant 
capitalist for his effort in marketing the out¬ 
put; a converted form of surplus value. 

Commodity, a product of labour designed for 
exchange through purchase and sale. 

Commodity production: production of commodities 
for the purpose of exchange through purchase 
and sale. 

Competition: antagonistic struggle between private 
commodity producers for more favourable con¬ 
ditions of production and marketing, and higher 
profits. 

Complex labour: that labour which requires special 
training; skilled labour. 

Concrete labour : labour expended in a certain 
useful form to produce the use value of a com¬ 
modity. 
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Constant capital: that part of capital which is 
expended to buy the means of production; the 
magnitude of its value does not change in the 
process of production. 

Controlling block of shares: the number of shares 
in a joint-stock company sufficient to exert 
control over this company. 

Costs of production: capital expended for the pro¬ 
duction of a commodity; includes money paid 
to buy the means of production (constant cap¬ 
ital) and that paid for labour power (variable 
capital). 

Depreciation: transfer of the value of the means 
of labour to the value of newly produced com¬ 
modities as they are gradually reduced through 
wear and tear. 

Differential rent under capitalism: that part of sur¬ 
plus value which is appropriated by a landowner 
due to the monopoly on land as an object 
of economic activity. 

Dividend: a shareholder’s income paid out of the 
profit made by a joint-stock company. 

Economic division of the world: the system of agree¬ 
ments concluded by monopolies of imperial¬ 
ist powers on a division of the world capital¬ 
ist market. 





294 


Glossary 


Emission : putting in circulation of coinage, notes 
and securities. 

Excess surplus value, that extra surplus value 
which is appropriated by an individual capital¬ 
ist due to the difference between the higher 
social value of the commodity and the lower 
value of the same commodity produced at his 
enterprise. 

Exploitation of man by man : appropriation of the 
products of surplus labour, and sometimes also 
of the products of necessary labour, of immediate 
producers by the owners of the means of pro¬ 
duction. 

Export of capital : transfer of the capital owned 
by monopolies and financial oligarchy of one 
country to another country with the purpose of 
increasing their monopoly profits and strength¬ 
ening their economic and political positions in 
the struggle for external markets and extension 
of the sphere of imperialist exploitation. 

Finance capital : monopoly industrial capital which 
has merged with monopoly banking capital. 

Financial oligarchy: the elite of monopoly bour¬ 
geoisie concentrating the bulk of social wealth 
and the means of production in their hands. 

Inflation : a process of diminishing the purchas¬ 
ing power of money under capitalism manifested 
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in steadily rising prices and resulting in redis¬ 
tribution of the national income in favour of 
the bourgeoisie. 

International monopoly: a major company or an 
association of companies in the capitalist world 
establishing monopoly control over the produc¬ 
tion and realisation of commodities on an inter¬ 
national scale in order to secure monopoly 
profits. 

Labour intensity: strenuousness of labour effort 
expressed in labour expenditure per unit of time. 

Labour power: man’s capacity for labour; the 
aggregate of those mental and physical capabil¬ 
ities which he exercises in the process of pro¬ 
duction. 

Labour productivity: the efficiency of concrete la¬ 
bour. 

Law of surplus value: the fundamental econom¬ 
ic law of capitalism on the production of a 
maximum surplus value and its appropriation 
by capitalists through an increase in the number 
of wage workers and the degree of their ex¬ 
ploitation. 

Law of value: an economic law of commodity 
production, stating that the production and 
exchange of commodities are determined by the 
socially necessary expenditure of labour. 
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Loan capital : money capital given as a loan to 
a capitalist or a state for payment in the form 
of loan interest. 

Loan interest: that part of profit which an invest¬ 
ing capitalist pays a loaning capitalist for a tem¬ 
porary use of the latter’s monetary funds; a 
converted form of surplus value. 

Mass of surplus value: absolute magnitude of 
surplus value. 

Militarisation of the economy: subordination of the 
economy to the purpose of preparing and waging 
a war. 

Monopoly: a major enterprise or an association 
of enterprises controlling a substantial sector of 
the production and marketing of a certain 
commodity and dominating the market for this 
commodity in order to secure monopoly profits. 

Monopoly price: a specific form of the market 
price of a commodity different from its value 
and the price of production; secures monopoly 
profit for capitalist monopolies. 

Monopoly profit: profit appropriated by capitalist 
monopolies as a result of their domination in 
one or several branches of the economy. 

Monopoly rent: a form of ground rent under 
capitalism arising when agricultural output is 
sold above value. 
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Monopoly superprofit', an excess of profit over and 
above normal capitalist profit. 

Multinational monopoly: a monopoly owned by big 
capital of two or more countries operating on 
an international scale. 

Necessary labour ', labour expended on the produc¬ 
tion of the equivalent of the value of labour 
power in the course of the necessary labour 
time. 

Necessary labour lime: that part of the working 
day in the course of which a worker produces 
the equivalent of the value of his labour power. 

Neocolonialism : the system of unjust economic and 
political relations that are imposed by imperial¬ 
ist powers on newly independent states in order 
to retain them in the orbit of capitalism and 
secure monopoly profits. 

Price', value expressed in money. 

Price of production', a converted form of value, 
including the costs of production and the average 
profit. 

Profit: a converted form of surplus value, an 
excess of total revenue over total capital expen¬ 
diture appropriated by the capitalist. 

Profit of enterprise: that part of profit which is 
left to an investing capitalist after the payment 
of interest on a loan. 





298 


Glossary 


Promotional profit: profit appropriated by the 
founders, or promoters, of a joint-stock compa¬ 
ny; the difference between the sum-total of 
share prices sold by them and the size of 
capital invested by them in the joint-stock 
company. 

Rate of profit: the ratio of surplus value to total 
advanced capital expressed as percentage. 

Rate of surplus value: relative magnitude of sur¬ 
plus value, or the extent to which variable cap¬ 
ital increases, calculated as the ratio of surplus 
value to variable capital expressed as percentage; 
characterises the degree of a wage worker’s 
exploitation. 

Relative surplus value: surplus value obtained 
through a reduction in the necessary labour 
time and the corresponding increase in the 
surplus labour time; a way of increasing the 
degree of exploitation and surplus value. 

Rentier: a capitalist who lives on income from 
shares and bonds. 

Share: a security, i.e., a certificate, showing 
that its holder has added a certain sum of his 
own money to the capital of a joint-stock 
company and is thus entitled to some of its 
profits in the form of dividend. 

Share capital: capital raised by a joint-stock com¬ 
pany by combining founders’ capitals and attract- 
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ing savings of investors through the sale of 
shares and bonds. 

Share quotation: the price at which shares are 
bought and sold on stock exchanges and in 
banks. 

Simple labour', that labour which does not require 
special training; unskilled labour. 

Socially necessary labour', labour expended in the 
making of a commodity under standard social 
conditions of production at enterprises producing 
the bulk of commodities of a certain type in 
a given industry; determines the magnitude of 
the value of the commodity. 

State-monopoly capitalism : coalescence of the power 
of monopolies and that of the bourgeois state 
in a single mechanism aimed at procuring mo¬ 
nopoly superprofits, suppressing workers’ and 
democratic movements and the national li¬ 
beration struggle, implementing aggressive fo¬ 
reign policies, and carrying on economic, po¬ 
litical and ideological struggle against the world 
socialist system. 

State-monopoly regulation of the economy: a system 
of economic and political measures implement¬ 
ed by government bodies to promote the in¬ 
terests of big monopoly capital. 

Surplus labour: labour expended by a wage worker 
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in the course of the surplus labour time to 
produce surplus value. 

Surplus labour time: that part of the working 
day in the course of which a worker pro¬ 
duces surplus value appropriated by the capi¬ 
talist. 

Surplus product : that part of the aggregate pro¬ 
duct which is created by the labour of immedi¬ 
ate producers over and above the necessary 
product. 

Surplus value: value created by the labour of a 
wage worker over and above the value of his 
labour power and appropriated by the 
capitalist. 

System of participation in the profits: winning by 
one company of control over another company 
or companies through the purchase of a controll¬ 
ing block of shares. 

Transnational corporation: a major national monop¬ 
oly carrying out its activities on an interna¬ 
tional scale. Today, it is the most common 
type of international monopoly. 

Use value: the capacity of a commodity to 
satisfy some human need. 

Value of a commodity: social labour embodied 
in a commodity. 

Value of labour power: value of the means of 
subsistence required to reproduce labour power. 
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' Variable capital : that part of capital which is 
expended for the purchase of labour power and 
whose magnitude changes in the process of pro¬ 
duction. 

Wage labour : labour of workers in capitalist 
production, who are divested of means of pro¬ 
duction and are thus compelled to sell capitalists 
their labour power and produce surplus value 
for them. 

Wages : a converted form of the value (and hence 
of the price) of labour power the wage worker 
sells to the capitalist. 

Working day : the period of time in a day 
during which a working person works in an 
enterprise or office. 
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